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T TAKES a year to grow an 
I apple, but only a few min- 
utes to eat it. It takes years 
for a bank to build up good 
will among the public, but 
only a little while and a little 
thoughtlessness to lose it. 


A small thing, stationery . 
on the surface. But this year, 
the quality of workmanship of 
some lithographer or engraver, 
the quality of paper you use in 
your checks and letterheads, 
will contribute materially to 
your bank’s standing—or dam- 
age it. 

Your customers expect 


checks that offer protection 
against alterations; letterheads 
that do not greet the eye with 
the single word, “cHEApP.” The 
savings pass-book that becomes 
a more valuable personal pos- 
session with each deposit—how 
can it help creating good will 
for you, if it is attractively pro- 
duced? 

Make it clear to your pur- 
chasing agent that he is not 
only free, but expected, to buy 
reasonably high quality and 
specialized workmanship (as 
well as service and price) on 
items that reach the public. 


THIS ADVERTISEMENT IS SPONSORED IN THE INTERESTS OF BETTER RELATIONS BETWEEN BANKS AND PUBLIC BY 


THE INSTITUTE OF 
\ BANK STATIONERS 


120 WALL STREET, NEW YORK 
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Clarence Francis 


The Golden Mean 


OYD L. CARLISLE, chairman of 
Pre board of the Consolidated Edi- 
son Company of New York, told 
the World Power Congress: “The criti- 
cism of the American private utilities 
has related almost entirely to their fi- 
nancing. Some of that criticism was 
founded in fact, and the wrongs have 
been severely condemned by the leaders 
of the industry, but unsound finance is 
not representative or general in the 
business. 

“This is conclusively proved by the 
events of the depression. Various agen- 
cies of the Federal Government ad- 
vanced moneys to municipalities, banks, 
railroads, insurance companies, housing 
projects, farmers and the manufac- 
turers, . . . 

“Not one cent was loaned to pri- 
vate utilities. They were singled out 
for special heavy taxation, from which 
the municipal power operations were 
exempt. Judged by that test of un- 
paralleled severity, the American pri- 
vate utilities amply demonstrated their 
soundness. . . . 

“With fair criticism we have no quar- 
rel. But eternal wrangling will get us 
nowhere. The world today is more in- 
terested in the future than in the past. 
There is no power problem, certainly in 
the United States of America, that can- 
not be solved by fair negotiations and 
reasonable compromise. 

“T commend to the Government and 
to the industry the application of 
Aristotle’s golden mean.” 
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Show Them around the Bank 


Commenting on research as a guide to better bank public relations and advertis- 
ing, Clarence Francis, president of General Foods Corporation, who revealed the 
results of two nation-wide surveys at the American Bankers Association Conven- 
tion, said to a representative of BANKING: 

“From nation-wide surveys just made it seems apparent that banking has an 
educational job to do. It is a two-sided job—first of self-enlightenment, and second 
of educating the public on banking’s essential services to the individual and the 
community. We will not really pick up momentum until the banks get on a more 
solid footing with the public. 

“Some hard-boiled research seems needed—especially research into problems 
of public relations and advertising, which should point the way to more profitable 
banking. We in the packaged food industry have proved, to our own satisfaction, 
that research will light the way to public esteem. 

“Invite your customers and your prospects to visit the bank. Show them 
around the bank as we take visitors through our food plants. When the public 
knows the real functions of the banks and what fine services they offer, we will 
all start going places. America’s progress is impossible without your economic 


and financial wisdom and counsel.” 
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Realism Defined 


CorDELL HULL, Secretary of State, wel- 
coming delegates to the Third World 
Power Congress in Washington, said: 
“The responsibility of maintaining 
peace in a world fraught with suspicion 
and fear, and torn by dangerous ambi- 
tions and conflicting political philoso- 
phies, rests not upon governments alone. 
This responsibility rests to even greater 
degree upon the shoulders of thinking 
people of each land... . 

“T think the definition of realism as 
applied to international relations has 
greatly changed in the recent past. From 
the end of the World War up to a short 
time ago, those who labored to bring 
about the settlement of differences 
among nations by peaceful means were 
termed impractical idealists. The realists 
were those who put no faith in those 
efforts for the peaceful settlement of in- 
ternational disputes. . . . 

“But today the true realist in inter- 
national affairs knows that, in the face 
of present threats, our efforts to devise 
ways and means of preserving the peace 
must be redoubled. The true realist is he 
who knows that the fabric of peace has 
been worn perilously thin. . . .” 


Looking Forward 


ALVAN MaAcauLey, president of the 
Packard Motor Company, told his firm’s 
dealers and distributors: “‘We are prob- 
ably coming to the best selling condi- 
tions the country has ever enjoyed. We 
are accelerating our pace, and preparing 
for the buying trends of a country 


headed for prosperity. We will have 
spent by the end of the year a total of 
$18,000,000 in a three-year general de- 
velopment and improvement expansion.” 


Machine Age 


Dr. BRONISLAW MALINOWSKI, profes- 
sor of anthropology, University of Lon- 
don, says: “The abuse of legal and ad- 
ministrative power; the inability to 
create lasting conditions of peace; the 
recrudescence of aggressive militarism 
and magical trickery; the torpor of true 
religion and the assumption of a religious 
garb by doctrines of racial or national 
superiority, or the gospel of Marx—all 
this shows that, while we have become 
the masters of inanimate nature, we 
have connived at the complete enslave- 
ment of man by machine.” 


Cure for Unemployment 


Witt1aM GREEN, president of the 
American Federation of Labor, told a 
Labor Day gathering at Knoxville, 
Tennessee, that the number of unem- 
ployed was currently about 10,000,000, 
contrasted with 14,000,000 at the peak 
in 1933. “The problem that disturbs us 
greatly,” he added, “is that unemploy- 
ment has not fallen in proportion to the 
improvement in business. . . . If busi- 
ness were normal and the 30-hour week 
were in effect, in our opinion there would 
be no unemployment problem.” 


Stabilization 


Wayne C. Taytor, Assistant Secretary 
(CONTINUED ON PAGE 5) 
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In praise of parasols 


HE teetering tight-rope walker will tell you 
that he couldn’t get along without his para- 
sol. Minus the extra balance that it gives him, a 
fall would threaten at every step along the wire. 


We believe any man engaged in the precarious 
task of earning a living needs that extra balance, 
too. To save him when his foot slips, we recom- 
mend a parasol—in the form of a cash reserve. 


Investors Syndicate provides a method by 
which men may acquire such cash reserves. We 
have developed a plan which, for many people, 
has proved to be the only way in which they 
accumulate money. 


This plan of “Living Protection” has provided 
people with $57,000,000—disbursed to contract 
holders during the past 10 years. This vast sum 
was made available to help them weather storms, 
buy homes, educate children, and in general, 
better themselves financially. 


And during its entire 42 years of existence, 
Investors Syndicate has paid every obligation 
on time, when due. The resources of Investors 
Syndicate have increased every year, through 
good times and trying times alike. 


We will gladly send you our latest certified 
financial statement at your request. 


Investors Syndicate agency offices 

in 152 leading cities, including: 
New Yorkt + Baltimore - Richmond - Memphis 
New Orleans + Chicago - Indianapolis - Des Moines 


Oklahoma City - Salt Lake City + Los Angeles 
Portland + Montreal* + Toronto* + Winnipeg 


INVESTORS SYNDICATE 


Established 1894 


Living Protection...everyman's road 


to financial security 
Home Office: Minneapolis, Minn. 


+ Office Investors Syndicate Title and Guaranty Co. 
* Office Investors Syndicate, Ltd., Canada 
These companies are affiliates of Investors Syndicate 
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FASHIONS IN READING 


THE public’s reading taste in economic 
subjects is largely influenced, it seems, by 
trends of thought and action in public 
affairs. 

Three or four years ago callers at the New 
York Public Library were asking for books 
about the business cycle and money; those 
were the subjects which were being prom- 
inently discussed in the press and else- 
where, and the demand for more enlighten- 
ment on them was brisk. 

More recently, however, the emergence 
from depression has been attended by a 
distinct shifting of reading interest and 
today it lies chiefly in such fields as the 
cooperative movement and taxation. Ma- 
terial on the Townsend Plan was eagerly 
sought for some time, and the Robinson- 
Patman price discrimination legislation 
quickly brought floods of requests for sup- 
plementary information about this impor- 
tant law. 

It is impossible to enumerate more than 
an armful of the books which are currently 
most popular with the reading public. 
Among them might be mentioned two on 
the subject of cooperation: Sweden: The 
Middle Way, by Marquis William Childs 
(Yale University Press, 1936), and Con- 
sumer Cooperation in America: Democ- 
racy’s Way Out, by Bertram B. Fowler 
(Vanguard Press, 1936). One of the most 
widely consulted works on taxation is Tax 
Systems of the World, the yearbook pub- 
lished by the Tax Research Foundation, 
which covers all the states and includes 
summary tables and comparative tables. 

On the new book rack in the New York 
Library’s economics division appear scores 
of titles, many of which have been reviewed 
by BANKING this year. There are, for 
example, Consumption and Standards of 
Living, by Carle C. Zimmerman (Van 
Nostrand); The Commonwealth of Indus- 
try, by Benjamin A. Javits (Harper); the 
Decline of Competition: A Study of the 
Evolution of American Industry, by Arthur 
Robert Burns (McGraw-Hill); The Modern 
Economy in Action, by Caroline F. Ware 
and Gardiner C. Means (Harcourt, Brace); 
Cash Relief, by Joanna C. Colcord (Russell 
Sage Foundation); Purchasing Power and 
Prosperity: An Essay in the Economics of 
Recovery, by Herbert D. Simpson (Founda- 
ton Press). 
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PERCENTAGE OF 
TOTAL ASSETS 


407% 


> | BANK INVESTMENTS — 1923-1936 < \ 


F 


1935 1937 


Liss than a decade ago “average” American banks had 21% of total assets in invest 
ments. Local loans furnished the major part of the bank’s income. Good loan applications 
were plentiful, banks made money. 


Today the trend of increasing deposits and an increasing investment account continues 
undiminished. Always a haven of safety and income for surplus funds, the investment 
account now assumes major importance as a revenue producer at a time of intense com- 
petition for sound bonds. Never has the need for skilful management of your bank's 
investments been so acute. 


Facing today’s investment situations, Moody’s Supervisory Service can perform no feats of 
legerdemain in increasing your bank’s income. But it can bring you the mature judgment 
of a group of investment specialists in analyzing your bank’s need for income, liquidity and 
diversification. It can develop a sound investment policy in terms of your bank’s type and 
trend of deposits, amount and character of loans, seasonal needs for cash and all the other 
factors underlying a profitable investment policy. 


To make this service continuously useful your investments will be under the constant 
supervision of a Personal Counsellor through whom the entire personnel of Moody's 
organization will be focused on your bank’s problems. The cost of this thoroughly prac- 
tical supervision is nominal. How much it will cost your bank cannot be determined until 
we have had opportunity to review your portfolio. This we will gladly do, in confidence 
and without obligation. 


MOODYS INVESTORS SERVICE 


JOHN MOODY, President 
65 Broadway, New York City 105 West Adams Street, Chicago 
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of the Treasury, says the United States 
gill not stand in the way of any move- 
ment to bring about international cur- 
rency stabilization. As to when con- 
itions will permit an international 
monetary agreement Mr. Taylor asserts: 
“fo not believe that anybody in the 
world can answer that question. The 
chief barrier to early stabilization is the 
desire of every nation to get the best 

ible deal for itself in any realign- 
ment of currencies and there has been 
no general agreement on measures that 
should be taken.” 


Something Will Happen 


Aurrep H. SCHOELLKOPF, president of 
the Niagara Hudson Corporation, re- 
turning from Europe, said: “Something 
will happen there soon and the political 
trend may be determined by the out- 
come of the civil war in Spain. Any 
troubles we may think we have are 
nothing compared with the disturbances 
in the European countries”. 


Utility Ownership 


Joun E. ZimMERMAN, president of the 
United Gas Improvement Company, 
says “yard sticks” like the T.V.A. are 
“futile”. He deplores competition in 
public utilities as “wasteful”. E. F. 
ScaTTERGOOD, head of the Los Angeles 
Bureau of Power and Light, thinks pub- 
lic ownership has had a healthy effect 
upon privately owned companies by 
setting up standards of comparison. 


Spain Unkind 


OswaLD KNAUTH, vice-president of the 
International Telephone and Telegraph 
Company, on his return from a survey 
of his company’s business in Europe, 
reports: “Business is going great guns 
and the world is treating us very well 
except in Spain.” The I. T. & T. owns 
the Spanish telephone system, a $60,- 
000,000 property. The telephone busi- 
ness has greatly improved in Europe, 
especially in the manufacture of tele- 
phone, telegraph and radio equipment. 
Great Britain and Germany are leading 
in the business, particularly the former, 
which does considerable manufacturing 
for British dominions and colonies. 


Power Pools 


Basit MANLEY, vice-chairman of the 
Federal Power Commission, favors the 
pooling of electric power, both Govern- 
ment-owned and private, in regional 
systems under Federal agencies. He 
terms such a plan “the best solution of 
the numerous problems created by the 
development of large blocks of hydro- 
electric power as an incident to the con- 
struction of Federal public works 
projects”. 


Insurance Safety 


Wa tter L. Taxsot, president of the 
Fidelity Mutual Life Insurance Com- 
pany of Philadelphia, says “life insur- 
ance is just as safely equipped to protect 
the present and future interest of the 
policy holder as it proved itself to be in 


LABOR DISPUTE 


Villiam Green, A. F. of L. president, explains at a press conference that 10 in- 
ternational unions have withdrawn from the Federation because of adherence 
to John Lewis’ C. I. O. Officials of the latter organization contended their unions 
had been “‘illegally suspended” from the A. F. of L. Labor Day, 1936, will be 
remembered as one of the most critical in American labor’s history 
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Safety rests with every Millers 
National policy because each 
dollar of outstanding liability 
is backed by two and a quarter 
dollars of assets. FIFTY-FIVE 
PERCENT OF MILLERS NA- 
TIONAL’S ASSETS IS ACTUAL 
SURPLUS. In every way this old 
established fire insurance com- 
pany meets all requirements of 
a sound, well managed company. 


MILLERS NATIONAL 


INSURANCE COMPANY 
CHICAGO, ILL. 
Established 1865 


FEDERAL INTERMEDIATE 
* CREDIT BANK * 


CONSOLIDATED DEBENTURES 


Exempt from Federal, State, Municipal 
and Local Taxes 


Authorized by an Act of Congress approved 
March 4, 1923 As Amended 


Consolidated debentures are the 
joint and several obligation of 
the twelve Federal Intermediate 
Credit Banks. 

Eligible up to six months’ ma- 
turity for purchase by the Federal 
Reserve Banks and are acceptable 
as collateral security for fifteen 
day loans to member banks of 
the Federal Reserve System. 
Consolidated debentures are legal 
for investment by savings banks 
in the State of New York. 
Eligible as security for all fidu- 
ciary, trust, and public funds held 
under the authority or control 
of officers of the United States. 
These debentures have been ap- 
proved as security for deposits 
of postal savings funds. 


* Further information and circulars can 
be obtained through your dealer or 


CHARLES R. DUNN 


FISCAL AGENT 
For the Federal Intermediate Credit Banks 
31 Nassau Street ¢ New York City 


An excellent company—Ask your broker or agent 
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BANKS 


2,838 banks bought checks from 
us during the month of August. 
The month's billing in some in- 
stances amounted to $2.00... 
in others to $2,000 and more. To 
some banks we shipped only one 
book . . . to others, hundreds. 


Naturally, among the thousands 
of individual orders, many were 
of an emergency nature ... time 
was the factor. Many were for 
extremely particular people . . . 
precision was called for. All sorts 
of varying demands when 2,838 
banks are served. 


We can't guess which customers 
are fussy . . . or whether they 
really mean "rush" when they 
say “rush”. We assume that 
everyone is particular . . . and if 
they're not, they should be .. . 
and when we are told that an 
order is needed at a certain 
time, we don't allow any latitude 
at all in our interpretation. 


We accept our instructions liter- 
ally, our responsibilities seriously, 
and do our best on every job. 
Without that attitude we never 
would be able to please such a 
group of buyers. 


CHECK PRINTERS /WC,, 


Lithographers and Printers 


UKE 


CHICAGO CLEVELAND 
NEW YORK 


KANSAS CITY 
ST. PAUL 
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the stormy waters of the past. Through- 
out all the recent disrupted years of 
economic stress, life insurance has stood 
its ground with unequaled credit and 
solidarity. It not only discharged its ob- 
ligations as they became due but suc- 
cessfully withstood the tremendous cash 
demands made upon it by policy holders 
who were forced to avail themselves of 
loan privileges and intermediate sur- 
render values.” 


Silver 


Revised estimates indicate that the 
production of silver in the United States 
this year will approximate 60,000,000 
ounces. The increase is usually ascribed 
to the bonus price paid by the Govern- 
ment for metal which is the product of 
American mines, but the bed-rock fact 
is that the increase is very largely the 
result of greater demand for copper, 
lead and zinc, in the production of 
which silver is a by-product. Neverthe- 
less, the Government’s bounty helps. 


Trucks Only 


Dona E. BartEs, president of the Reo 
Motor Car Company, announces that 
the company will abandon the manu- 
facture of passenger cars within 90 days 
and concentrate on the production of 
commercial vehicles. Mr. Bates says 
that “improved highways and the tre- 
mendous recent growth in popularity of 
motor-driven vehicles for commercial 
purposes have created a competitive 
situation in the truck manufacturing 
business that requires a high degree of 
specialization”. 


Expiring Financial Legislation 


Whichever way the election goes, the 
coming Congress will be called upon to 
act in several highly important financial 
matters; or rather its failure to act ing 
number of instances will involve impor- 
tant changes in financial policy, 

Perhaps the most important issye of 
this sort is the question of extending the 
powers of the President and the Secre. 
tary of the Treasury over the gold con- 
tent of the dollar and all matters relating 
to the stabilization fund, and the ex. 
traordinary authority of the Secretary 
in connection therewith. 

That issue has not been precipitatedin 
the political campaign so far, chiefly be. 
cause of the general impression that 
there will be no further tampering with 
the international value of the dollar. 
Nevertheless the issue must be passed 
upon before January 30 when the au- 
thority to manipulate the currency in 
this respect expires. 

At practically the same time—one 
day later, in fact—the power of the 
R.F.C. to make new loans also expires 
by limitation. Take these two powers 
out of the financial picture and what re- 
mains will give an entirely new outlook 
to the monetary and credit situation. 


March 3 Expiration 


On March 3, also, the power of the 
Board of Governors of the Federal Re- 
serve System to authorize use of obliga- 
tions of the Federal Government instead 
of eligible commercial paper as collateral 

(CONTINUED ON PAGE 8) 


FUTURE ATLANTIC SERVICE 


The Deutsche Lufthansa flying boat Zephyr landed at Port Washington, Long 

Island, September 10 on the first of a series of flights looking toward a regular 

trans-Atlantic service. The 2,390 miles from the Azores were covered in 22 hours 

and 10 minutes. Below, two officials of Deutsche Lufthansa and the three mem- 
bers of the Zephyr’s crew 
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“Unforeseen events... 


so often change and shape the course of man’s 


The time to investigate a boiler explosion is before 


THE INVESTIGATION that comes afterward will not replace 
shattered equipment, restore damaged property, compensate 
for loss of life or injury, or take care of orders lost through a 
break in the production line. 

Suppose subsequent probes do establish the fact that the 
boiler let go because of a frozen safety valve, corrosion or pit- 
ting of the metal, caustic embrittlement, or any one of a num- 
ber of common causes. That will not help you carry the dead 
financial weight of weeks of idleness nor will it regain cus- 


tomers who turn in the meantime to your competitors. 


The investigation that comes first...the inspection that is 


it occurs 


made regularly by the trained safety engineers of The 
Maryland, from the time you insure your boiler plant against 
Unforeseen Events, is the investigation that counts. 

In industrial plants, factories, apartments, hotels, schools, 
public buildings and residences all over the country, the 
Maryland's boiler policy assures owners of regular inspection 
by skilled safety engineers who are trained to ‘‘see” accidents 
before they happen and recommend steps to prevent them. 

Near you is one of 10,000 Maryland agents who cover 
every state in the Union, Alaska, Canada, Cuba, Puerto Rico, 


the Canal Zone and Hawaii. 


THE MARYLAND 


MARYLAND CASUALTY COMPANY «+ BALTIMORE «+ SILLIMAN EVANS, PRESIDENT 


The Maryland writes more than 20 bonding lines, including... Fidelity... Bankers’ Blanket... Contract... Check Alteration and Forgery... Depository... Fraud 
Public Official Bonds... Judicial. More than 40 types of Casualty Insurance, including... Aircraft... Engine... Automobile... Burglary... Boiler... Elevator 
Accident and Health... Fly-W heel... General Liability... Plate Glass... Electrical Machinery... Sprinkler Leakage... Water Damage... Workmen's Compensation. 
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A mountain 10,000 feet 
high, rising above a high 
plateau, is not so impressive 
as a cliff towering a sheer 
5,000 feet from the valley 
floor. 


An increase of 50% in legal 
reserve requirements affects 
least that bank which has 
taken steps to collect its 
out-of-town items in the 
quickest possible time. 


Take advantage of our con- 
tinuously operating transit 
and collection departments 
in converting your “due from 
banks” into available reserve. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus. . . . $30,000,000 
Member of the Federal Deposit Insurance 
Corporation 


(CONTINUED FROM PAGE 6) 


for Federal Reserve notes will expire 
Inasmuch as the amount of eligible 
paper in the port-folios of the member 
banks on June 30 was only $2,051,528. 
000, of which $6,922,000 was pledged fer 
currency, it seems probable that this 
power will be renewed without much 
question. However, at last accounts 
only $73,000,000 of the collateral back 
of the outstanding notes of the Reserve 
banks was in Government securities as 
against $4,306,338,000 in gold certi- 
ficates and the issue at present is more 
theoretical than practical. 

The difficulty of establishing a per- 
manent policy in this matter lies in the 
uncertainty as to how long the present 
gold situation can be counted upon as 
the basis of currency. Until commercial 
borrowing increases to something like 
normal volume it will be impossible to 
base the currency upon eligible paper 
and gold certificates in the proportion 
established by law. 


Modernization Loans 


Banks operating under Title I of the 
Housing Act covering insurance of home 
modernization and repair loans have a 
few more months to enjoy that priv- 
ilege; the loan insurance system expires 
on April 1 next. Judging by the small 
percentage of loss incurred by lending 
institutions in the home repair cam- 
paign, few institutions will feel the loss 
of the Government’s support in such 
lending, although the psychological ef- 
fect of the insurance privilege has been 
an important influence in getting the 
small loan machinery started. The bank 
which is not merging its home repair and 
modernization set-up into a personal 
loan department is the exception. The 
Housing Act’s provisions have at least 
shown the way to considerable new 
business outside of the housing field. 


Mexico’s Silver Coins 


The government of Mexico has de- 
cided to restore silver coins to circula- 
tion in that country, with a silver 
content above the theoretical rate es 


| tablished in April 1935 when the silver 
| purchase policy of the United States 


brought about a crisis in the silver 


| world and Mexico was forced to de- 


monetize the metal as a means of retain- 
ing its coinage. 

In some respects this decision is more 
significant with regard to the policy of 
our Government than that of Mexico. 
The new policy would be impracticé 
ble if there were any prospect that 
the Treasury’s silver purchases would 
again result in such an increase in world 
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giver prices that the danger of melting 
down coins and exporting the silver as 
hullion would become acute. How far 
the Mexican government relies upon its 

luck and world silver conditions, 
and to what extent its new policy is 
based upon an understanding with 
Washington, remain obscure. Possibly 
both factors enter into its new plans. 
Usually, however, a government does 
not rely upon its good luck in establish- 
ing monetary policies. 


Reciprocal Trade Agreements 


What should be one of the principal 
accomplishments in reciprocal trade 
agreements—an arrangement with 
Great Britain and a considerable por- 
tion of the “sterling bloc” —is yet to be 


accomplished by the State Department. | 
The powers of the President to make | 


such agreements expire next June 12. 


Chain Store Act 


Merchants interested in the enforce- 
ment of the Robinson-Patman Act com- 
plain that the lack of an enforcement 
clause in the law makes it necessary for 
the merchants themselves to take the 
initiative and become tattle-tales, the 
result being that they shrink from the 
task and so far there has been no tangi- 
ble evidence of the effectiveness of the 


act. Quite possibly the law is not en- | 


Maps mean more 


when you know the MEN 


forced because of a lack of support from | 


public sentiment. Pressure for the pas- | 


sage of this measure came more from in- 


terested groups than from the consum- | 


ing public and the feelings of the latter 
will finally decide how far and in what 
way it will be enforced. 

Show Trains 


The practice of some of the larger 


business units, industrial and commer- | 


cial, of sending specially equipped trains 
all over the country to demonstrate 
their activities and goods is growing. It 


promises to become an important ad- | 
Vertising feature in the near future to 


BUSINESS needs maps and statistics. But management 


also wants to know the human background where possible. It is this 


knowledge about men that Marine Midland banks can contribute to 


| their customers. With banking offices in 29 New York State communi- 


a .. Marine Midland 


with nearly 1000 officers and directors . 
| banks are a useful source of facts about the men, as well as about 


the things, that make New York State the nation’s richest market. 


MARINE MIDLAND 


the benefit of the railways as well as to | 


the advertisers themselves. Some of 
these trains involve initial outlays of a 
million dollars or more, a fact that 
demonstrates the agressiveness of some 
of these lines of business as well as the 
commercial importance of the products 
they offer. 


New Ships 
Officers of the United States Shipping 


Board say that the American merchant | 


marine needs 350 new vessels of an ad- 
vanced type to put it on even terms with 
loreign shipping, and they are laying 
plans for a comprehensive construction 
‘chedule. The cooperation of private 
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B AN K % Throughout New Vork State 


RESOURCES OVER 


$450,000,000 


MARINE MIDLAND BANKS ARE LOCATED IN 


NEW YORK CITY BUFFALO ROCHESTER BINGHAMTON NIAGARA FALLS TROY 
JAMESTOWN WATERTOWN LACKAWANNA LOCKPORT OSWEGO N. TONAWANDA 
BATAVIA ENDICOTT CORTLAND JOHNSON CITY TONAWANDA MALONE 
| ALBION MEDINA EAST AURORA CORINTH PALMYRA AVON 
ALEXANDRIA BAY WEBSTER MIDDLEPORT SODUS SNYDER 


Inquiries should be addressed to Marine Midland Trust Company, New York City 
or to Marine Trust Company, Buffalo, N. Y. 


Members Federal Deposit Insurance Corporation 
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BALTIMORE 


For Your Next 
Convention 


Baltimore is ideally located midway 
between the North and South — next 
door to the nation’s Capital. It can be 
reached overnight by sixty-three mil- 
lion people. Its excellent hotels, one 
of the largest auditoriums in the 
country and the trained services of an 
active Convention Bureau offer un- 
surpassed facilities for gatherings of 
any size in a city noted for its hospi- 
tality, fine living and unique 
historical charm. 


MARYLAND 
TRUST COMPANY 
Backing the Business that Builds 


BALTIMORE 


Member of the Federal Reserve 
System and of the Federal Deposit 
Insurance Corporation 


@ Employers Mutuals write in- 
surance at full legal rates, but 
through efficient management and 
careful choice of risks make sav- 
ings that are returned to policy- 
holders. This is the safe way to 
save on Workmen's Compensation, 
Public Liability, Automobile and 
other kinds of insurance. Since 
organization, Employers Mutuals 
have saved for policyholders more 
than $15,000,000 — actual cash 
savings that accompanied complete 
safety and unexcelled service! 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 


shipping interests naturally is necessary 
in such a program. 

The Federal officials claim that if 
private capital will take advantage of 
the governmental subsidies now offered 
it can make money in the shipping 
business and, incidentally, inaugurate 
work which may run as high as half a 
billion dollars in outlay to the benefit of 
shipyards and the heavy goods indus- 
tries and to thousands of unemployed 
workmen as well. The new Shipping 
Commission can start the program with 
around $100,000,000 in cash and the 


| proceeds of approximately $87,000,000 


in notes receivable it now holds. 


Cotton 
The Bureau of Agricultural Eco- 


| nomics of the Department of Agricul- 
| ture reports the smallest prospective 


supply of American cotton since 1929. 


| Latest crop reports plus trade estimates 
| of world carryover on August 1 indicate 
| a present total world supply of about 


19,600,000 bales as compared with ap- 
proximately 20,800,000 bales last year 


| and around 20,000,000 bales in 1934. 


The peak supply for recent years was 
approximately 26,000,000 bales in 1931. 
Reduced stocks, rising demand and in- 
creased prices ought to end the neces- 
sity of Government intervention in the 


| production and distribution of the 


staple but in such matters politics must 
always be given consideration. 


New Mortgage Securities 


Approval by the Federal Housing 
Administration of an issue of 4.5 per 
cent first mortgage sinking fund bonds 


to finance a large scale housing opera- 
tion in an Arkansas city marks the ap- 
pearance of a new type of real estate 
security suitable for investment port- 
folios of banks, insurance companies and 
many trusts. The issue approved is the 
first made under the new provisions of 
the Housing Act authorizing this form 
of insured financing of residential con. 
struction and it is expected that it will 
be followed by issues on a considerable 
scale to finance such projects all over the 
country. Securities of this class have re. 
ceived the approval of the Comptroller 
of the Currency in his interpretation of 
the Banking Act of 1935 in correspond- 
ence with the Housing Administrator 
before the first issue was put out. 


Uniform Accounting 


In promulgating regulations for a 
uniform accounting system for certain 
public utility holding companies, which 
will go into effect on January 1, the 
Securities and Exchange Commission 
thinks it has made provision against the 
writing up of the values of subsidiary 
companies in balance sheets so as to 
broaden the base upon which earnings 
are permitted. This was the practice 
charged against many of the leading 
holding companies during the bitter con- 
troversy between the companies and 
Congress a year and a half ago. 

With reference to this point the new 
regulations provide, among other things, 
that the companies concerned shall fur- 
nish the S.E.C. with transcripts of their 
surplus accounts from their inception to 
January 1 next, and that they destroy 
no records (CONTINUED ON PAGE 12) 


DELEGATES’ CHOICE 


An imposing number of foreign delegates attended the World Power Conference 
in Washington. Earphones connected with interpreters’ microphones enabled 
delegates to listen to the speeches in their favorite languages 
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THE “COMPTOMETER” WAY 


SAVE TIME AND ERRORS 


Provinc deposits the “Comptometer” way is the 
high-speed, low-cost way of handling this initial 
step of the bank routine — thus affording depend- 
able proof of accuracy. 

Proving at the source obviously forestalls the 
time and trouble of checking through the various 


distributions for errors that may otherwise get by. 


There is no faster way of proving 


than the “Comptometer” way 


Easy operation of the mathine, its rapid, direct 
key-action, automatic controls that safeguard accu- 
racy at highest speed —all combine to produce 
economical results. THE STANDARD MODEL J 

“Comptometer”’ speed-with-accuracy can be 
applied with equally good results not alone to the 
proving of deposits, but to other work as well. 

It has also proved its value on various kinds of 
analysis work. 

“Comptometers” furnished in two models—the 
Standard Model J and the new Electric Model K. 
Both are good machines. Each is unsurpassed in 
its respective type. 

A “Comptometer” representative will esteem it a 

privilege to demonstrate either one or both of these 


machines in your office. Telephone the “Comptom- 


eter” office in your locality, or write to us direct. 


FELT & TARRANT MFG. CO. 
IMM N. Pautina STREET THE NEW MODEL K ELECTRIC 


COMP’'TOMETER 


Reg. U. S. Pat. Off. 
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BANKERS 


PAPER 


Bank depositors represent 
practically every kind of indus- 
trial and professional activity. 
These men use Hammermill 
Papers in some form or other 
for their business require- 
ments, and will recognize and 
respect your selection of 
Hammermill Safety Paper for 
their checks. 


Hammermill Safety Paper has 
It is 
uniform in safety, strength, 


been made since 1915. 


(CONTINUED FROM PAGE 10) 
except as provided by the rules and regu- 
lations.. The surplus account must be 
broken down so as to show what repre- 
sents capital surplus and what earned 
surplus. Stock dividends from subsidia- 
ries may not be taken into income or 
surplus at amounts greater than those 
charged by the paying companies to 
their income or earned surplus accounts, 
and then only to the extent that such 
dividend is declared subsequent to 
acquisition. 

Investments acquired subsequent to 
the effective date of the new accounting 
system shall be entered in investment 
accounts at cost to the company, and re- 
tained therein at cost until sold or other- 
wise disposed of, or written down or off 
in accordance with the rules and regula- 
tions. Investments acquired in reor- 
ganization and bankruptcies are to be 

| given an estimated value where none 

| can otherwise be established and a re- 
serve must be set up to cover errors in 

_ such estimates. The holding companies 
may not take up on their books the un- 
distributed earnings of subsidiary com- 
panies regardless of the extent of their 
ownership thereof except where such 

| earnings may be included in “ dividends 
| receivable”. 

The regulations, however, do not ap- 
ply to holding companies which also are 
| direct owners and operators of public 

utility or other property. Naturally 
| they do not apply to other corporations. 
| In other words, they are intended to ef- 
| fect a specific, limited reform. 


What the average investor needs ig 3 
comprehensive uniform accounting sys 
tem for all corporations engaged in the 
same line of business and, so far 9s 
practicable, a uniform system for al 


corporations issuing securities offered tp 
the investing public. 


Building Costs 


Construction authorities in mos 
parts of the country are of the opinion 
that the cost of residential and other 
building will advance considerably dur. 
ing the closing months of the year. This 
prospect follows an advance of approxi. 
mately 10 per cent in such costs in some 
states during the year to date. The 
prices of materials have advanced, 
union labor is getting actual wages closer 
to the scale, and non-union labor wages 
are stiffening. Such a result of increased 
activity in construction lines is inevita- 
ble, perhaps, but it is the one thing 
which will promptly put a crimp in 
further increase in building activity, 


Cattle 


Agricultural experts at Washington 
now estimate that probably not more 
than five or six thousand cattle will have 
to be bought by the Government in its 
campaign to prevent the loss of livestock 
as a result of the drought. This com- 
pares with purchases of 8,280,000 head 
during the 1934 drought. In spite of 
widespread difficulty and distress the 
farmers in the “dust bowl” were better 
prepared for trouble this year than in 
1934. 


FRENCH BANKING 
color, writing surface and 


The new general council of the Bank of France (below) began its regime with 

| Governor Labeyrie saying: “You will help us to make it understood throughout 

working France that when we resist with regret certain demands which seem to 

their makers to be perfectly reasonable it will be because we are imperiously 
commanded to do so by care for the general interest.’ 


moderate in cost. 


0-B A-BM N-BCH 


HAMMERMILL- PAPER COMPANY 
Erie, Pa. 


Please mail me a copy of the Hammermill 
Portfolio of Checks on Hammermill Safety Paper. 


Position 


(Attach this coupon to your bank letterhead, 
please.) 
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your TRUST BUSINESS with 
PUNCHED CARD ACCOUNTING 


A wide variety of ———— banking 


reports and records are offered to manage- 
ment at gratifying speed by means of 
punched card accounting. 


With punched cards and International 
Electric Bookkeeping and Accounting 
Machines, you can automatically obtain 
intricate analyses of customer accounts 
and investments. You can have property 
records by accounts and by properties. 
You can have current information con- 
cerning collections, investments, income 
cash, principal cash, income tax, and 
court accounting records. 


The repeated use of a single group of 
cards for many purposes is one of the con- 


General Offices: 270 BROADWAY, NEW YORK, N. Y. 
Branch Offices in Principal Cities of the World 
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spicuous advantages of the International 
Electric Bookkeeping and Accounting 
Method. Practically all dual and repeti- 
tive postings are eliminated. Complete 
reports are prepared with a speed which 
enables management to maintain constant 
control. 


Let us give you further facts concerning 
the speed and economy of this modern 
machine accounting method. Stop in at 
any of our branch offices or write for full 
information today. 


INTERNATIONAL 


BUSINESS MACHINES 
CORPORATION 
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Banks today are shackled to real estate 

of all kinds—either property-owned or 

being operated for the owners. These two 

pages tell you how to take the headache 
out of real estate holdings. 


How to simplify 
the handling of your 
““REAL ESTATE’ 


OW you can keep accurate real estate rec- 


ords quickly, simply and completely with- 
out adding to your present staff. Bulky, volumi- 
nous records are eliminated. And you can rest as- 


sured of closer control over your property— 


better maintenance, added valuation, improved 
income and lowered operating costs. 

How? Through a perfected Kardex Visible system 
produced by Remington Rand and now in high 


favor with every institution using it. The exact 
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satus of every property can be checked at a 


glance. One Kardex pocket contains every 


detail of the information you need for im- 


mediate decision in quick reference form: 


| Capital expenditures such as alterations and 
permanent improvements. 


9 Income (from rents and other sources). 


3 Maintenance expenses such as plumbing, 
carpentry and minor repairs. 

4 Operating expense including light and fuel, 
insurance and janitor service. 

5 Master summary form showing accumulated 
totals of above, together with detailed de- 
scription of property; a running record of taxes, 
insurance, appraisals, inspections and acquire- 


ment costs. 


ONE GLANCE GIVES THE FACTS 


Bright colored Kardex signals ana visible mar- 
gins are two valuable aids in telling quickly 
the story of each of your real estate holdings. 
Vacancies, rental arrears, every other impor- 
tant fact is instantly available at the touch of 
a finger—simply by pulling out the Kardex 
slide. Unhealthy or unsatisfactory conditions 
can be spotted at a glance. Corrective action 
can be taken at once before the situation has 


had opportunity to become serious. 


MAIL COUPON FOR INFORMATION 


Find out how great a help Kardex records can 
be in your real estate department. They are 
equally adaptable to large and small institu- 
tions. And the Remington Rand man is pre- 
pared to advise you expertly on your specific 
needs. Simply phone the Remington Rand 
ofice in your city or mail the coupon. Com- 


plete details will be supplied you at once. 


This is the 

2-Hour Ex- 

posure Safe- 
Kardex, 


Give your 
Mortgage and Property Records 
the Protection of SAFE - KARDEX 


Because so large a part of a bank’s assets are dependent 
upon paper records, Remington Rand has designed this 
approved method of housing them. The possibility of 
fire threatens every minute of every day even in so- 
called fireproof buildings, as your fire chief will tell you. 
Protect your mortgage and property control and other 
irreplaceable records against destruction. Give them the 
certified safety of Safe-Kardex. 


Two Forms of Fire Protection 


Remington Rand offers you certified protection in two 
forms, the 1-Hour and 2-Hour Exposure Safe-Kardex, 
and also 2- and 4-Hour Safe-Cabinet with Kardex. Which 
you should have is simply determined by the job to be 
done and the risk involved. Write Remington Rand, 
Dept. B-110, Buffalo, N. Y., for full description. 


This is the 4-Hour Exposure Safe-Cabinet with Kardex. 


REMINGTON Ranp Inc. 
Bank Department, B-110 
465 Washington Street, Buffalo, N. Y. 


Gentlemen: 


Please furnish me with the full particulars of the Kardex 
Visible Property Operating System. 


Name 
Bank.... 
Address 
City. 
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U. S. Government Securities 


Home Owners’ Loan Corporation Bonds 
Federal Farm Mortgage Corporation Bonds 
Federal Intermediate Credit Bank Debentures 
Federal Land Bank Bonds 


Municipal Bonds and Notes 
Bank and Bankers’ Acceptances 


Railroad Bonds 
Equipment Trust Certificates 
Public Utility and Industrial Bonds 


Canadian Government, Provincial 
and Municipal Bonds 


Foreign Government Securities 


Discount House 


SALOMON BROS. & HUTZLER 


Members of the New York Stock Exchange 
SIXTY WALL STREET 
NEW YORK 


Boston Philadelphia Chicago Cleveland Minneapolis 


i 


brea Kfast 


Telephone bells ring. Operators, installers, linemen, 
construction men tumble out and hurry to their 
stations. There’s an emergency to be met—a fire, 
flood, tornado, dust storm, blizzard or explosion. No 
matter what it is, the telephone folks will be there, 
handling the increase of traffic, putting back the lines, 
keeping your service going. You can depend on the 
Bell System to give you the best service possible 
under all conditions, emergency or normal. 


BELL TELEPHONE SYSTEM 


IN BUSINESS 
% 


As time goes on, thin papers are 
increasingly proving their worth 
in the regular routine of every. 
day business. Thin papers iden. 
tified with the outstanding name 
of “Esleeck” have been na- 
tionally accepted as THE stand. 
ards of quality and value. 


The lightness, uniformity and ex. 
ceptional strength found in 
Esleeck thin papers make them 
the logical choice for Branch 
Office, Foreign and Air Mail 
correspondence, OfficeRecords, 
Factory Forms, Legal Documents, 
Bank and Insurance Records, 


Advertising Literature, etc. 


They Reduce Typing, Mailing 
and Filing Costs 


FIDELITY ONION SKIN 
100% RAG 


EMCO ONION SKIN 
100% RAG 


SUPERIOR MANIFOLD 
25% RAG 


SAMPLES SENT ON _ REQUEST 
| 


ESLEECK 


| MANUFACTURING COMPANY 


TuRNERS FALLS, MASSACHUSETTS 
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Planned Bank Service 


By O. HOWARD WOLFE 
Cashier of the Philadelphia National Bank 


try could be written solely on the basis of the correc- 
tive trends which have followed every major industrial 
and financial crisis. Since the centennial year of 1876, and 
following each disturbance, the activities of the American 
Bankers Association, and later of the various state associa- 
tions, have been devoted largely to discussions of recom- 
mended alterations in banking law and practice. Changes 
have been made in the laws, and adjustments have followed 
in the daily routine of bank operation. As a result of the 
1930-1933 debacle, it is likely the constructive activities of 
the various bank associations and groups will be concerned 
during the next few years principally with banking research. 
No one is quite so optimistic as to believe that our banking 
problem is solved. As a matter of fact, the time will never 
come when we shall have a fixed and static system of bank- 
ing, since banking is the servant of business; and, as business 
practices change with the changing times, banking must ad- 
just itself to new conditions. What we have lacked, however, 
in the long period of expansion is a definite and planned 
method of caring for and meeting these economic changes as 
they occur. We have begun to realize that if chartered bank- 
ing is to survive, if we are to retain the obvious advantages 
of the independent unit system, and at the same time guard 
against the weaknesses inherent in our dual, or, perhaps we 
ought to say, multiple system of banking, then we must get 
together on some common ground, or we shall neither de- 
serve nor retain the respect of the public which we serve. 
Legislatures, whether national or state, claim no monop- 
oly of banking knowledge. They seek information where it 
may be obtained with respect to new laws. If instead of 
seeking bankers’ advice, they have in the past appealed 
rather to economists and to an occasional financial “snake 
doctor”, the blame is not altogether theirs. They have seen 
the spectacle of bankers differing with each other not only 
widely but at times almost violently in their recommenda- 
ons as to what ought to be done. Rarely has public opinion 
gone beneath the surface to learn why these differences of 
thought exist. They have been due, of course, to divergence 
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\ interesting history of banking legislation in this coun- 


of interests, to practices which -are the result of varying 
conditions to be found in a nation that is an empire in itself. 
But all too often, we regret to admit, these differences of 
opinion have been due to a lack of knowledge of the actual 
facts. And while the other causes may be difficult to remove, 
if indeed it is wise that they should be removed, there surely 
can be no difference of opinion that all of the facts about 
banking ought to be investigated and made available for 
scientific study. 

The New York State Bankers Association has made the 
first notable contribution to this new theory, and the report 
of its Commission for Study of the Banking Structure, is- 
sued in 1935, is now accepted as a classic. That report is of 
value not only because of the facts disclosed by the investi- 
gation, but also because of the several questions which these 
facts presented. 


ONE LINE OF PROGRESS 


THE importance of banking research was early recognized 
by the Association of Reserve City Bankers, which organi- 
zation appointed a committee to develop interest in research 
projects on the part of the other state associations. Obvi- 
ously the actual work must be done by or for the bankers 
themselves, and it is equally clear that it must be done by 
organized effort on the part of the various state associations. 
Very wisely the Association of Reserve City Bankers has 
made no effort to do other than to point out the need for this 
type of banking activity and offer its services as a sort of 
clearinghouse of information. A States Committee has been 
appointed, and trained experts have been secured, solely for 
the purpose of creating interest and providing information as 
to how programs of banking research may be initiated. In a 
recent report made by the chairman of the committee, it is 
stated: 

“This Association has no ready-made solution to the 
banking problems of the nation; it has no preconceived ideas 
as to what should be done to improve our banking structure. 
It is our firm belief that, if these research movements are to 
be worthwhile, they must spring from an earnest and 
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spontaneous desire of bankers everywhere to approach the 
solution of their own problems in their own way.” 

The response has been significantly favorable. At the time 
this article is being written, some 38 states have either ap- 
pointed committees or have actually begun the work. As in- 
dicative of the aims and objects sought, we may refer to the 
situation in Michigan, where at the last session of the state 
legislature (1935), a statute was enacted providing for the 
creation of a commission for the recodification of banking law 
of that state. The commission’s primary objects are: 

“(a) To eliminate from our laws those provisions which 


Abreast of the Changing Times 


N AN address before the 1936 convention of the Minnesota 
Bankers Association at Duluth, Tom K. Smith, then First 
Vice-president of the American Bankers Association, stressed 
the importance of knowing the fundamental facts about 
banking through research and study, and of seeing that 
proper use is made of the information so developed. Mr. 
Smith suggested several problems which could be made 
subjects for research. Among them were: 

Why do the industrial and commercial businesses seem to 
require a relatively smaller volume of bank credit than was 
needed in the past? 

Will commercial paper again be used on its former scale? 
Commercial paper now plays a small part in bank port- 
folios. Is this because industry does not wish to borrow 
from banks, or is it because of basic changes in industrial 
and commercial practice which no longer make this credit 
instrument necessary? 

Will business concerns revert to the practice of carrying 
small inventories, or have they permanently relinquished 
that method of doing business? 

Several years ago there was a noted accentuation of small 
business to merge into larger units. As these corporations 
grew in size, they were able to borrow in the investment 
market. 

No small part of that borrowing was used for reducing 
or eliminating bank loans and increasing working capital. 
Will industry continue such activity? If so, it will probably 
mean that there will be less demand for the ordinary com- 
mercial loan. Does that mean, then, that there will be a 
revolution in the extension of credit by banks? Will the 


banks change their emphasis from production to consumer 
credit? 


WHAT OF CONSUMER CREDIT? 


THE development of consumer credit in this country dur- 
ing the past 25 years could be studied profitably. Entrance 
of many banks into this field in recent months has brought a 
change in banking practice which should be the subject of 
research in both state and nation. 

How should a personal loan department be set up? How 
many people should it employ? What kind of training is 
necessary for the personnel in such a department? How large 
a portion of the bank’s funds should be allocated to this 
type of credit? 

“Research, however, standing alone, is not of great use- 
fulness,” Mr. Smith said. ‘Simply to have a body of ma- 
terial in printed form will not greatly affect the banking 
business unless we study the material and devise ways and 
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have proved disadvantageous in the light of our ex- 

perience during the depression years. 

(b) To modernize the laws, where necessary, in order 
that they conform with present accepted economic 
and banking practice. 

(c) To eliminate all ambiguities in our banking laws 
and to provide a better arranged, more closely knit 
set of rules. 

(d) To reconcile our state laws with those Federal lays 
relating to banking which seem more or less perma. 
nent.” 


means of putting it into use. This means that we must put 
more emphasis on our educational activities than ever before 
if we are to keep abreast of the changing times.” 


PRACTICAL ACCOMPLISHMENTS 


DETAILED bank researches, covering practical operating 
and economic facts and conditions related to banking, are 
being made by the American Bankers Association. The 
resulting material is being placed at the disposal of all state 
associations which in many instances are extending the 
researches of the national organization in their own areas. 

The Committee on Banking Studies is making a detailed 
survey of Federal lending agencies and policies. The basic 
material, kept up to date by continuing studies, shows where 
the Government agencies get the money they lend, what 
liability the Government assumes, what subsidy it extends, 
what return it gets, for what and to whom the money goes, 
and on what terms it is lent. This Committee has also sur- 
veyed the postal savings system throughout the United 
States to ascertain to what extent it is competing with char- 
tered banks. 

The Bank Management Commission has compiled a 
nationwide survey of banks’ practices in analyzing their 
accounts and rates charged for services. The Commission 
also recently completed researches on personal income loan 
plans and formulated methods for installing and operating 
personal loan departments in banks. 

The Economic Policy Commission is studying the revolu- 
tionary changes that have occurred in bank earning assets in 
the last two decades. This survey covers especially the 
shrinkage in liquid commercial loans and the increase in 
investments held by commercial banks. 

The National Bank Division has studied the lending and 
investment powers of this class of institution as provided in 
existing statutes, regulations and rulings. It has also sur- 
veyed the record of real estate loans made by these banks 
under changing laws, together with the present status of the 
real estate investment field. Another study covers detailed 
data by states on earnings and expenses of national banks. 

The Savings Division, which conducts continuous Te- 
searches in statistics and methods, has an annual compila- 
tion showing the changes in and volume of savings in banks 
of all types, the number of savers and per capita deposits. 

A research publication by the State Bank Division gives 
the most recent figures available on the condition of state 
banks. 

The Association’s Trust Division recently compiled 
“Guide to Trust Fees with Recommended Cost Accounting 
System”. 
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Choosing at random from the programs that have been 
yndertaken in other states, the following are typical and 
characteristic of research work that has been planned: 

Iowa—An investigation of the adequacy of banking fa- 
dlities, in the light of heavy mortality of banks during the 

t decade, designed to show the number of communities at 
present without banking facilities, the nature of those com- 
munities and the extent to which it would be economically 
possible for any of them to support a unit bank if it were 
chartered. In those cases where the community could not 
support a unit bank the study is to continue in an effort to 
fnd out whether service could best be rendered by the 
operation of branches, of agencies or through the creation 
and expansion of credit unions. 

Alabama—An investigation of the earnings and operating 
expenses of banks in Alabama during the past ten years, to 
be followed by a study of bank investments in securities 
during the same period, and, still later, by a study of bank 
loans. ‘ 

Illinois—Analysis of the changing character of bank de- 
posits, stressing the growing importance of long term assets 
in commercial banks and the difficulties arising from the 
potential demand character of bank deposits. (Tentative.) 

California—An investigation of the development of gov- 
ernmental lending agencies in California during the past 15 
years in order to discover, first, the extent to which they 
have taken over business that used to be performed profit- 
ably by commercial banks; and, second, the extent to which 
they have developed new types of business that might 
profitably be undertaken by the commercial banks through 
some change in their methods of operation. 

Washington—An investigation of the changing distribu- 
tion of time and savings deposits, during the past ten years, 
as between commercial banks and other types of institu- 
tions, followed by a study of the investment policies of the 
various types of institutions handling savings deposits dur- 
ing the same period. 

Oregon—A study of the changing character of bank assets 
over a period of years, classified into several groups of assets 
and designed to show the gross earnings, charge-offs, re- 
coveries and net earnings on each type of asset. Real estate 
mortgage loans may receive special emphasis. 

Other states will follow similar lines of investigation, and 
it is quite likely that wider experience will indicate the need 
forseeking information on other phases of what is generically 
called the “banking problem”. 


SOME DATA THAT WOULD BE VALUABLE 


PERHAPS it would not be amiss to point out some of the 
interesting data which would be useful not only in framing 
new bank legislation but also in determining how we may 
arrive at a better basis of chartering new banks. We may 
also hope that some of these disclosures may suggest better 
ways of rendering every-day public service in banking func- 
tions that have too long been simply taken for granted. The 
following are submitted without prejudice, and with no 
thought of criticism of what is now being done, but merely 
as an indication of the kind of useful data which banking 
tesearch would disclose. 

(1) An analysis of the services which the public expects 
and demands of a bank on the basis of ratios. That is to say, 
we May presuppose a community having a population of 
1,000 bank depositors (or similar data could be secured 


im any size bank on the basis of the ratios per 1,000 of 
depositors). 
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“What 

is your 

ESTATE 
PLANNING 
SERVICE?” 


other assets, the varying needs of your family, 
etc. Each of these is studied, not as an isolated 
problem, but as an important part of a com- 
prehensive program. ‘ 

The purpose of this analysis is to uncover 
the danger points in your estate, so that you 
can set up safeguards— and thus save your 
heirs needless shrinkages. 


Estate Planning is a specialized service of 
‘our Trust Department. It is a modern service— 
established to help the estate owner gain aclear 
perspective on a most technical and involved 
problem. We invite you to inquire about this 
service—which will involve no cost or obliga- 
tion whatever. One of our Trust Officers will 
gladly give you complete details. 


Reduce Estate Shrinkage 


WITH AN 


ANGLO BANK ESTATE PLAN 


FROM AN ADVERTISEMENT OF THE ANGLO-CALIFORNIA NATIONAL BANK 


Banks are constantly expanding and improving their 

services to the public. As a guide to advertising and the 

formation of public relations policies, research provides 
the answer to fundamental questions 


. How many maintain active business accounts? 

. How many carry savings accounts? 

. How many borrow money from the bank? 

. How many rent safe deposit boxes? 

. How many use the bank merely as they would use a 
public utility—that is to say, to secure the con- 
venience of making payments by check? 


An analysis of this character would disclose information 
useful in establishing minimum limits of bank earnings, so 
that it would be possible to secure a fair idea of how the law 
of averages will operate upon a new bank for which a charter 
is being asked. 

(2) Comparisons between time or savings accounts and 
demand checking accounts. Is the variation in proportions 
which exists between different banks due to causes beyond 
the banks’ control, or is the fact that one bank may have 
savings accounts in proportion of two to one with respect to 
demand deposits, and another institution under like condi- 
tions will have savings deposits less than the total amount of 
demand accounts, due to wise or unwise managerial policies? 

(3) A record of what might be termed “additional in- 
come’’. For example, a great deal of rather heated argument 
has for years filled the pages of banking literature on the sub- 
ject of exchange charges. To what extent and in what class of 
banks is such income necessary to existence, and is there any 
evidence that banks which avail themselves of this rather 
easy and lucrative way of meeting expenses do or do not 
offset it by carelessness in other directions? For example, an 
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Estate Planning farnishes you | 
with a complete preview of yourentire | 
WSs estate. You see, right now, as accurately as it is 
possible to do so, the problems that your estate 
a- will face when it is probated. 
This preview involves an analysis of the pro- , 
visions of your will, your life, insurance, your 
TRUST DEPARTMENT POLICIES 
does not purchase any securities for its 
trust accounts from iteelf or from any 
company affiliated with it. 
ut For counsel on legal phases of estate 
plans, it is oar policy to refer Trust De- 
re partment customers to their attorneys. 
‘TRUST DEPARTMENT FACILITIES 
The Anglo California National Bank 
maintains one of the largest trast units 
of the west, with a complete trust depart- 
ment service. Its management has been 
continuous. It is comprised of widely ex- 
perienced trust officers ... a completely 
g equipped Investment Analyas Depert- 
ment... and expert field investigators 
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USING Bank LOANS 
is often good business... 


LOANS contribute to orderly maintenance and ‘de- 
oo greta of business. Possibly an American National 
loan .will give your business new life or assist you per- 
sonally toward better living conditions. 


If you can use money for any of these purposes discuss your 
plans with any officer or branch manager of this bank. 


Business Loans 
Cash with which to make desirable purchases at profitable prices 
and to take advantage of cash discounts. F : 


i To provide for the remodeling or modernizing of your ¢s- 
} . tablishment or temporarily for expansion when justified. 


To level variations between 


periods of sales and produc- 
ment when important col- 


high and low 
tion or to relieve embarrass- 
lections are late. 


To insure the steady employment of labor, the purchase 
Of raw materials, the manufacture of materials into 
finished products. 


Personal Loans 


To permit the grouping and i == paying of past due accounts 


expected expenses that exceed 


or caring for sudden and un- 
budget allowances. 


For the making of repairs on property, 
ay zy thereby maintaining or increasing its value. 


FROM AN ADVERTISEMENT OF THE AMERICAN NATIONAL BANK, NASHVILLE 


The uses of bank service can be enumerated indefinitely 


investigation made by this writer many years ago, and be- 
fore the par collection system was introduced by the Federal 
Reserve System, disclosed the fact that wherever exchange 
charges were higher than the average, in the same sections 
interest on deposits was usually higher than that paid by 
banks in par or lower rate territory. An instance is recalled of 
a bank which charged 14 of 1 per cent exchange and paid 
interest on demand deposits at the rate of 4 per cent. 

The above are not suggested with any thought that they 
are of primary importance, but they will serve to illustrate 
the many types of information and data which probably 
should be secured, in addition to the more ambitious proj- 
ects which have already been undertaken or which are in 
prospect. 

For those who may think that all necessary banking facts 
and data are now in hand, let us examine two developments 
in which banking opinion in the absence of experience was 
almost entirely wrong. It was believed, for example, that the 
installation of service charges would drive away business, 
and that banks adopting this logical and fair method of com- 
pensation would be blacklisted if service charges were in- 
stalled by a few banks not necessarily more courageous than 
the rest, but better posted as to facts. At first little progress 
was made. The old, old argument advanced by the timid, 
“Our depositors are different”, found expression in a thou- 
sand places. After a dozen years of actual experience, the 
facts have proved the hesitant bankers were wrong. We have 
more lately gone through a period of pressure to reduce in- 
terest rates on time accounts. Again the old fear was ex- 
pressed. Once more the depositors in this or that bank were 
“different”, and once more the facts have proved that ma- 
jority banking opinion was wrong. People deposit their 
money in savings banks primarily that it may be safely kept, 
and paid back to them, and only incidentally do they look for 
interest. 

At the risk of going afield and trespassing a bit into the 
realm of prophecy, this writer is of the opinion that the 
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restoration of confidence in banks has been due very little to 
deposit insurance. The human mind can absorb only just so 
much emotional punishment, whether it be fear, gtief or 
mirth. Soldiers in their tenth battle are not any more coy. 
rageous than in their first; they have simply got used to it 
Something of this psychology is now working with respect to 
confidence of bank depositors, and it is a factor which ought 
to be taken into consideration in discussing the need for de. 
posit insurance. But we may venture the opinion that it is a 
factor which will be overlooked. It is likely that a thorough- 
going and unbiased investigation of the facts as supported 
by thousands of present and historic instances would dis. 
close the above theory to be approximately correct. 

Whatever may be the outcome of the research program, 
one thing is certain. Bankers must admit the need for this 
information and face the facts disclosed with open minds and 
with courage. More than 10,000 banks failed in the decade 
between 1923 and 1933. Did we have the courage in 1928 to 
admit that at least 5,000 of these institutions were of the 
type that a simple mathematical calculation would prove 
could not possibly survive a depression or any prolonged pe- 
riod of adverse conditions? We must agree that we did not or 
else we ignored the facts. This was no mere question of man- 
agement or banking policy. A few simple equations under- 
taken by any intelligent high school student would have pro- 
duced answers that if known must have caused some 
consternation. 

Nor must it be assumed by anyone that these researches 
are undertaken merely with the thought of proving precon- 
ceived theories. There is no attempt being made, for ex- 
ample, to produce arguments either for or against branch 
banking. If we are to have some form of modified branch 
banking, then let us remember as we think of recent ex- 
perience that under that system, as in Great Britain, there 
can be just as great an over-banked situation as unfortu- 
nately there has been under our unit system. We can guess, 
and many have guessed, at the causes of the breakdown in 
our banking system in the past, but hereafter we must cease 
guessing, and at least know the fundamental facts. 


ONE IDEA UPPERMOST 


WHATEVER may be the mental effort required to do so, we 
must constantly retain as our central thought the fact that 
the test of a sound banking system is the service it renders to 
organized society. It is not enough that a bank is solvent, 
that it pays regular dividends, that it shows a healthy and 
consistent growth. A system that produces such banks is an 
end diligently to be sought, but unless these institutions can 
completely serve commerce and industry with mutual profit, 
and yet remain immune to the inevitable shocks caused by 
other business failures, then our chartered banking system 
is in danger. 

The Association of Reserve City Bankers has published 
three pamphlets on the subject of banking research. The 
first one, which bears the title, Memorandum Number One, 
concludes with this paragraph: 

“A great many bankers are optimistic enough to believe 
that we can make a long step toward a satisfactory solution 
of the problem if we will but approach the matter in a scien- 
tific spirit and present our facts in such a way as to win the 
sympathetic understanding of directors of banks, depositors 
in banks, and the general public. If the problem cannot be 
solved along present lines, the sooner we find that out the 
better. If it can be solved, let us leave no stone unturned to 
find the solution.” 
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Bond Issue Retrospectus 


By B. 0. MOODY 


Vice-president, 
First National Bank, 
Amherst, Massachusetts 


E HAVE just bought some 

bonds. The issue was highest 

grade and the company widely 
and favorably known. It was a foregone 
conclusion that it would be distributed 
immediately and go to a premium. 

No bond salesmen solicited us to buy 
them. Nobody knew the issue price a 
day in advance. Nobody could give us 
any details regarding the bonds. Ac- 
cordingly, we telephoned the bond 
houses which we thought might have a 
participation, told them we would be 
interested if the price was right, and 
asked them to call us when the issue was 
released. 

The price was right and we bought 
some bonds—not as many as we might 
wish, perhaps, for the issue was popu- 
lar. The next morning we received 
through the mail 11 substantial envel- 
opes containing the prospectuses as offi- 
cially passed on by the Securities and 
Exchange Commission. The interesting 
point is that the prospectuses arrived 
after we had bought. They were not 
available in advance and we had made 
our commitments without any definite 
information except our knowledge of 
the company and our faith in the judg- 
ment and integrity of the bond houses. 

We do not question the value of the 
prospectuses. They are nicely printed 
and contain a wealth of information, 
some of which we knew, and a great 
deal more which had not been available 
previously. We are a little uncertain, 
however, as to our need of 11 of them, 
especially after we had made our pur- 
chases. We believe the information 
should be available to the bond buyer. 
The fact that the issuing corporation 
has to place the complete facts in writ- 
ing is itself a salutary thing and a great 
investment safeguard. 

Nevertheless, why shouldn’t the buyer 
have a prospectus in his hands a reason- 
able time before he has to buy? Why 
does he have to buy a pig in a poke even 
though he is assured in advance that, 
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because of Government supervision, it 
is a healthy pig and of good ancestry? 

The answer, apparently, is “beating 
the gun”. Now this expression means 
the unfair offering of securities before 
they are officially released by the syndi- 
cate managers. It is an ancient and re- 
putedly a dishonorable custom, roundly 
condemned by all responsible bond 
houses. It persisted for many years be- 
fore the practice was made illegal. Now, 
in order to prevent it, the buyer is kept 
in ignorance of the details of the issue 
until after he has bought. 

So “beating the gun” must be nefari- 
ous. Yet a close examination of the facts 
reveals that the antipathy to the cus- 
tom is based on some rather childlike 
assumptions, most important of which 
is that the “gun beater” has an unfair 
advantage over those who abide by the 
rules. The interests and the position of 
the bond buyer are entirely ignored. 

Let us follow through a typical—pre- 
S.E.C.—transaction involving so-called 
gun beating. An alert and experienced 
bond salesman reads in his morning 
newspaper that a railway company has 
applied to the Interstate Commerce 
Commission for permission to issue some 
bonds. He knows the company’s credit 
position. He knows the issue will be 
oversubscribed immediately and that, if 
he is to get even a small share of the 
business, he must lay a foundation in 
advance. He knows his house is likely to 
have a participation and can immedi- 
ately think of ten customers who will be 
interested. He hurries around to them, 
tells the story and gets some tentative 
orders, which are good if the price is 
right, the security as indicated from the 
meagre information, and the general 
condition of the market unchanged. The 
buyer knows the entire offering is sub- 
ject; that the issue will be oversub- 
scribed; and that he will be lucky if he 
gets a few bonds. 

In the course of a week or two some 
less alert or experienced salesman, with- 
out as good a customer background, 
learns of the issue and runs around in 
the same way. He finds to his dismay 
that the buyer has already placed his 
order tentatively and he immediately 
sets up a loud, agonizing howl that a 
competitor has beaten the gun. It is the 


best alibi ever created for the slow, the 
inexperienced or the lazy bond sales- 
man. I know because I sold bonds my- 
self. Now the mistake that the second 
bond salesman makes is in assuming 
that if he had had the information at 
the same time as the other fellow, he 
would have obtained the orders. He as- 
sumes that the time element is the only 
one in the transaction, whereas it is only 
a minor one, if it figures at all. 

The fact is that the relation of an es- 
tablished bond salesman to his customer 
is a most personal affair, based upon the 
customer’s confidence in his knowledge, 
integrity, judgment, experience and 
willingness to serve. It is also affected 
either favorably or vice versa by the 
customer’s experience in obtaining the 
bonds he wishes to buy. There is a wide 
difference in houses in this respect. The 
ordinary salesman who knows what the 
circular says or the salesmanager tells 
him wonders why certain men in the 
territory always outrank him. They 
must be beating the gun. The real sales- 
man—there are too few of them—knows 
his stuff, keeps his word, respects his 
customer’s wish for privacy, and be- 
comes a valuable ally and advisor of his 
customer. He gets the cream of the busi- 
ness and rarely, if ever, gets his customer 
or his house in a jam. 


MARKETING FACTORS 


IT is the inexperienced or unscrupulous 
salesman who creates the difficult situa- 
tion, often by selling “firm” bonds when 
the issue is for subscription; often prom- 
ising far more than his house can pos- 
sibly deliver. Or he hears of an issue to 
come in a few weeks and figures it will 
sell more easily than the bonds he has 
on his list at the moment, and the house 
finds its sales plans upset. Hence the 
continual insistence on the evils of gun 
beating. 

Whether or not the above is a fair 
analysis, we must bear in mind some 
factors that the bond houses must take 
into consideration. One is that the buyer 
in the country is at a time disadvantage 
over the city buyer. The country buyer 
is less of a specialist in bond buying and 
often sandwiches it in with general 
banking duties. The telephone service is 
often slower (CONTINUED ON PAGE 72) 
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The Economic Medley 


HE whole world over, men are 

fighting for or against the only 

thing worth fighting for or against 
—namely,a philosophy of life. Some men 
shout: “Liberty or Death!” Others 
yell: “Up with the proletariat!” Still 
others hurrah for “The way of our 
fathers!” Back of all such phrases you 
will find philosophies of life. They may 
be crazy or half-baked or fairly sensible 
or brilliantly sound. But always they 
represent to some huge mass of mankind 
a desirable way of living. 

Even in Japan and China the old 
accepted ways of life have lost their 
former authority and appeal. From one 
end of Europe to the other, civil wars, 
tyrannies, conspiracies and interna- 
tional debacles reveal with shocking 
sharpness human differences of taste, 
faith and system so deep that they 
cannot be glossed over, still less brought 
into harmony overnight. Let us accept 
the inevitable. We are in for protracted 
conflicts between fundamentalist and 
fundamentalist. (Everybody who fights 
for what he regards as fundamentals 
is a fundamentalist.) 
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By WALTER B. PITKIN 


As I listen to the radio (which I 
often do), I wonder whether there are 
many Americans left with convictions 
strong enough to fight for Americanism. 
I hear many jangling voices mouthing 
the word “Americanism”; but the re- 
marks that follow ring strangely out of 
tune. If some of the doctrines preached 
in the name of “Americanism” are 
American, then I am an Abyssinian 
peanut vender. 

Often the radio brings me a queer 
hodge-podge of economic theories and 
schemes. Again, some of the most useful 
and soundest information I have ever 
received came by radio. I listen to 
pleas for paper money and free bank 
credit and the abolition of private 
property and a thousand other madder 
plans. As yet, however, I have heard 
very little common sense about the 
ABC’s of making things, distributing 
them, using them, and rendering serv- 
ices to people. Still less have I heard 
anything about the economic system 
which is implied in and by the American 
Way of Life. 

How can anti-American political 


action be forestalled? You cannot pur- 
chase goodwill in mass or bulk. (If you 
could buy it, it wouldn’t stay bought.) 
You cannot halt the horde by informing 
it that “papa knows best”. The horde 
doesn’t give a hoot for you or for any 
other wise man who offers his wisdom 
free of charge. The horde is only inter- 
ested in getting as much as it can for as 
little as possible—a wholesome trait 
when guided by intelligence. 

“Let us have a campaign of educa- 
tion!”’ advises more than one American. 
“Let us go on the air with the truth, 
and the truth will enlighten the 
multitude.” 

This appeals to real Americans, who 
have ever been fanatically favorable 
toward everything called education. 
(How often, alas, have they been bam- 
boozled by crank schoolmen!) I agree 
that we ought to do our best—and 
soon, too—to educate idiotic notions out 
of people’s heads. But when it comes 
down to deciding exactly what we 
should put on a radio program next 
Sunday, then I begin to differ with 
many excellent citizens. I want to air 


BANKING 


R Vie 
Print Radio 
this d 
back 
funda 
If 
Smit 
ion 
all m 
and 
discle 
one 
could 
radio 
reade 
Twe 
not 
rabb 
pers 
to se 
Sit 
man 
gras} 
of p 
peop 
milli 
have 
life 
calle 
pric 
We 
fact 
cult 
phil 
bus 
whe 
no 
= Oct 


Radio 


this difference here, because it leads us 
back to what, in my opinion, is the 
fundamental in this whole business. 

If we could dig up a modern Adam 
Smith, a man of genius in the percep- 
tion and wording of economic truths, by 
all means we should put him on the air 
and keep him talking until hoarse. I 
disclose no secret when I state that not 
one of our better known economists 
could be seriously considered for this 
radio job. But I may surprise some 
readers when I add that even such a 
Twentieth Century Adam Smith would 
not convert the millions who trail the 
rabble rousers. Least of all could he 
persuade the rabble rousers themselves 
to see the light. And why not? 

Simply because economics, unlike 
many another science and art, cannot be 
grasped at all by hundreds of millions 
of people on earth. Millions of these 
people are simply not interested. Other 
millions are not at all stupid, but they 
have been educated in a philosophy of 
life which makes nonsense of our so- 
called “laws” of supply and demand, 
price, credit, capital, money and so on. 
We Americans must learn in a hurry a 
fact long known to students of human 
cultures: we must learn that each 
philosophy of life develops its own eco- 
nomic system. Culture creates the laws of 
business. Unless you penetrate the 
whole web of life within which an eco- 
nomic system has grown up, much 
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of that system will always puzzle you. 

If ever you read the New Testament, 
you know that it sets forth a way of life 
that never could produce an economic 
system remotely resembling our own. 
Imagine most people following strictly 
in their business any of these rules: 
“Take no thought of the morrow. . . . 
Divide all that thou hast with the 

Probably you have never read the 
Koran. If ever you do, you will find that 
a consistent Mohammedan practises an 
economic system amazingly different 
from yours. He knows that it is right to 
steal, to kill unbelievers, and to abandon 
his business and march off on a holy 
war. He knows that there are no eco- 
nomic laws; no necessary relation be- 
tween supply and demand, for every 
least event from instant to instant is 
willed by Allah. There are no “natural 
laws”’. 

Have you ever looked out upon the 
depressing infinitude of earth that men 
call the Russian steppes? If so, you 
may find it easy to understand how the 
Russian peasant, ages ago, came to 
think of the land almost exactly as the 
people of the Atlantic area think of the 
sea. To us it seems self-evident that the 
sea belongs to no man and no nation, 
but is a free highway and a free place of 
exploitation for all comers. What would 
we do if, some fine morning, we read in 
our newspapers that Mussolini had 


annexed a big patch of the North 
Atlantic between the U. S. A. and Eng- 
land? Well, our reaction would be 
pretty much like that of the Russian 
peasant who saw his government taking 
title to the black earth. 

Ethiopia has, since the dawn of man, 
retained an economic system that is one 
with the ancient feudalism, which in 
turn is an integral part of the philosophy 
of life which places the family at the 
center of human society and makes all 
trade and ownership and no obligations 
flow from that center. 

Those of you who know the history of 
Europe in the Middle Ages are familiar 
with the Church’s ban on all interest or 
other payments made for the use of 
borrowed money. This seems wild to 
most of us; but we have a different 
philosophy growing out of a different 
web of life. 

Thus the world over, in all times and 
places. This is why I champion a radio 
program and a lecture program and a 
book program considerably at variance 
with most others. I do not believe that 
you can teach economics, as you under- 
stand economics, to people who have 
already been brought up in a philosophy 
of life which implies a different set of 
economic values. 

We have welcomed to our shores 
millions of people from lands where the 
bandit is a respected citizen. We shelter 
other millions who grew up in cultures 
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which accepted the word of the great 
land owner as the final law. And then 
we have scores of groups, some quite 
large, which, like the famous Douk- 
hobors, hold to eccentric ideas about 
morals and property and work. How 
make headway in teaching such people 
(and their children) the economic 
system which we think best? There is 
only one way, if any; and that is, first 
of all, to retrain them in a philosophy 
of life that fits the American scene. 

When some one inveighs against 
“financial Judases” he says something 
that is no mere figure of speech to 
millions of his devoted listeners. It is a 
simple matter of fact to those whose 
philosophy of life is deeply rooted in 
primitive Christianity. When another 
shrills: “Honor thy father and thy 
mother!”’, and then gees on to a $200-a- 
month plan of honoring the old folks, he 
is ringing a bell in every mind educated 
in the patriarchal philosophy of life 
described in the Old Testament. Now I 
maintain that the power of rabble 
rousers lies less in their concrete argu- 
ments than in their talking the philoso- 
phies of life held by many common 
people. 

Adam Smith owed his tremendous 
influence mainly to his clear statement 
of the British philosophy of life as ap- 
plied to “the wealth of nations”’. 
He would have a hard time addressing a 
noon crowd in Columbus Circle, New 
York City. He would be a Greek speak- 
ing to red Indians. At no point could his 
philosophy of life meet that of his 
listeners. 

Here, then, is my suggestion. Start 
with fundamentals before it is too late. 
Find a dozen men who understand the 
American philosophy of life and have 
the gift of clear, simple expression. 
Let them expound this philosophy as 
clearly as the great thinkers and re- 
ligious leaders of every age have set 
forth their deepest convictions. Whether 
they even mention money and price 
and interest is not terribly important. 

Do you know the deeper American 
philosophy of life? Can you state it in an 
orderly and convincing manner? Do you 
believe it is the best way of life for the 
people of North America in this particu- 
lar age and generation? Can you im- 
prove it here and there? Can you answer 
all critics? If so, then somebody who 
wants to see Americanism carry on 
ought to buy up all your waking hours 
for the next ten years and put you on 
the air. 

America needs no more economists. 
America needs missionaries. 
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Before radio, the ability of both teacher and agitator to reach 


large numbers of listeners was limited . . 


APPENDIX. 


two following Accounts are fubjuined in 
A = order to illuflrate and confirm what is faid 
in the Fifth Chapter of the Fourth Book, con- 
cerning the Tonnage bounty to the White Her- 
ring Fithery. The Reader, I believe, may 
depend upon the accuracy of both Accounts. 


An Account of Buffes fitted out in Scotland for 
Eleven Years, with the Number of Empty 
Barrels carried out, and the Number of Bar- 
rels of Hervings caught ; alfo the Bounty ata 
Medium on cach Barrel of Seajiceks, and on 
cach Barrel when fully packed. 
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MONEY, TRUSTS, IMPERIALISM. 


PRICE IS MADE BY THE RELATIVE - = 
OF MONE Y,ANO.OF money ~ 
THE PUARKET IN SEARCH OF Propeaty 
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Adam Smith’s carefully thought-out discussions of the simpler economies of his 
day (above left) were limited to the narrow circle of people who could read. 
“Coin”? Harvey’s economic evangelism (above right) was limited to the circulation 


of his pamphlets . . 


The radio audience extends far outside the auditorium. 
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Personal Trust Fees 


‘*The practice of charging trustees’ fees against income is one 
which grew out of the common law theory of trusts, namely, 
that a trustee’s first duty is to conserve principal. The writer 
has great respect for this theory. It should continue to be the 
fundamental theory governing trustees. However, it does not 
afford a solution of the profit problem of individual and cor- 
porate trustees.”’ 


OMMERCIAL bankers have long 
C recognized that personal trust de- 

partments provide additional fa- 
cilities for both individual and corpo- 
rate accounts of commercial banks, that 
well operated trust departments can 
help to create or maintain public regard 
for banks and that such departments 
are the vehicles for continuing business 
relationships after the retirement or 
demise of customers of commercial de- 
partments. But conditions during the 
past few years have created a problem 
as to personal trusts—the problem of 
profits. 

Commercial banking officers, par- 
ticularly heads of commercial banks, 
usually have opinions regarding trust 
practices. And these opinions do have 
weight with government agencies, ex- 
amining and otherwise. Moreover, such 
opinions will have great weight in the 
future when questions of regulation and 
operation of trust departments are con- 
sidered and reconsidered by govern- 
ment agencies. 

Trust officers, more often than not, 
have emphasized—and with some pro- 
priety—the inherent differences be- 
tween commercial banking and trust 
operations. But there are also points of 
common interest: related contacts and 
facilities; joint interest in the trend of 
security prices, dividend and interest 
rates; reasonable and unreasonable 
people; solvent and insolvent individu- 
als; and perhaps even common sense. 

So common sense dictates that com- 
mercial bankers and trust officers con- 
cern themselves about the common 
problem of personal trust operations 
and the profitability thereof. 

The greatest growth in personal trust 
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business occurred during the years be- 
tween the close of the World War and 
1929. This period was marked by less 
intensive investment supervision than 
is the practice today, but results were 
satisfactory to the creators of trust ac- 
counts as well as to the beneficiaries. 
During that period little attention was 
paid to what it cost to do personal trust 
business. Every effort was made to 
place new business on the books regard- 
less of the cost of handling it. The pe- 
riod was one of rising security prices, 
big industrial profits, good feeling and 
prosperity. 

But radical changes in security prices 
in 1929 rang down the curtain on this 
scene. Subsequent years brought de- 
faults on bonds and mortgages, divi- 
dend reductions and omissions, re- 
organizations, changes and proposed 
changes—all of which harried and wor- 
ried trustees. 

According to the Comptroller of the 
Currency, average trust account earn- 
ings fell from $278 in 1931 to $172 in 
1934. Further, the Comptroller’s figures 
reveal that the average yield per $1,000 
of individual trust assets, in trust de- 
partments of national banks in cities of 
more than 50,000 population, dwindled 
from $4.28 in 1931 to $2.40 in 1934. 
Gross income of corporate trustees was 
greatly reduced. But meanwhile work 
and responsibility were increasing for 
them. 


By R. M. KIMBALL 


Secretary of the Continental Illinois 
National Bank & Trust Company, 
Chicago 


An outstanding bank analyst has re- 
ported that of 300 trust departments 
which he analyzed, approximately ten 
out of 12 operated unprofitably and, 
among those that were profitable, only 
one out of three showed worthwhile 
earnings. This analysis of 300 trust de- 
partments, I believe, reflects the posi- 
tion of a much larger number. 

In this connection, let us consider for 
a moment the work and responsibility 
that corporate trustees assume with 
every $1,000 of personal trust assets. 
They must invest the fund and keep it 
invested, make collections, manage 
properties, make remittances and keep 
records—more accurate records than 
ever before because of more stringent 
supervision. Trustees have the responsi- 
bility of educating children, counseling 
widows and other beneficiaries in the 
management of their affairs, and they 
have the heavy responsibility under the 
terms of some trusts to make disburse- 
ments out of principal when conditions 
arise to justify such disbursements. 
These are among the responsibilities 
and duties that fall to the lot of the 
trustee—and yet it has become the 
vogue to compare the services of trust 
companies with those of investment 
counselors, investment trusts and in- 
surance companies. 

In some sections of the country, 
trustees’ fees are a percentage of the ac- 
tual annual income, varying from 2 per 
cent to 6 per cent. In some few sections, 
the fee is based on a small percentage of 
the appraised value of the trust, such 
as % of 1 per cent, % of 1 per cent, or 
even \% of 1 per cent. But the fee, 
though based on the principal of the 
trust, is deducted from current income. 
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Accordingly, by reason of reduced in- 
come for trusts, during the past few 
years, in cases where the basis of trus- 
tees’ fees is a percentage of income such 
fees have been materially reduced. In 
cases where the fee is based on a per- 
centage of principal, trustees’ earnings 
have been lowered because of a general 
reduction in security values. 

The practice of charging trustees’ 
fees against income is one which grew 
out of the common law theory of trusts, 
namely, that a trustee’s first duty is to 
conserve principal. The writer has great 
respect for this theory. It should con- 
tinue to be the fundamental theory 
governing trustees. However, it does 
not afford a solution of the profit prob- 
lem of individual and corporate trus- 
tees. 

The feeling that the prevailing basis 
for personal trust fees is unsatisfactory 
is growing among trust officers. Indeed, 
trust companies are more actively an- 
alyzing their personal trust business and 
studying the proposal to charge a por- 
tion of fees to principal, rather than all 
to income. It is true that the idea was 
advanced prior to the depression, but 
the reality of reduced earnings and in- 
creased expenses has heightened interest 
in the subject. 


A PRIMARY TASK 


MUCH of the growing support for the 
plan of charging personal trust fees 
partly to principal has been due to pres- 
ent variations in fee schedules and the 
fact that these variations have no log- 
ical premise. Trustees, generally, have 
no uniform cost accounting system 
which would enable them to establish 
a common fee base. So, setting their 
own houses in order has become a 
pressing task. This task is one which 
could stop short of the goal unless trust 
companies do a thorough job of ascer- 
taining costs and standardizing ac- 
counting methods with a view to estab- 
lishing a new fee base. 

It is easy enough to discuss this 
theory of charging a portion of trus- 
tees’ annual fees against principal—and 
discussion is a necessary forerunner of 
action—but it is only after realization 
by a great number of bankers and trust 
officers that trust departments are not 
making a profit that the theory can be- 
come practice. Indeed, a period of ed- 
ucation must ensue during which trust 
officers, and commercial officers who 
have occasion to discuss the subject, 
will advocate the new idea among at- 
torneys, prospective trustors and tes- 
tators, accountants and others. And, of 
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course, it is the testator who has the 
say as to whether the plan of charging 
a percentage of the fee to principal shall 
apply in his case. 

Through an exchange of views by 
trust officers, it will be possible to ar- 
rive at a general opinion as to the 
minimum fee per $1,000 of trust assets 
that will permit corporate trustees, gen- 
erally, to operate at a profit. A survey 
of banks will produce an opinion as to 
what percentage of the annual fee 
should be charged against principal and 
what percentage against income. There 
is no mathematical formula to use. The 
answer will be based on the opinion of 
trust officers who have a background of 
experience. A crystallization of the opin- 
ions of those qualified to express opin- 
ions will greatly aid the ultimate 
acceptance of the new fee basis by law- 
yers, trustors and testators, and its 
embodiment in future agreements and 
wills. 


A CASE HISTORY 


LET’S take the case of an actual trust 
and apply both the present general 
method of taking fees and the proposed 
method. Assume that the person who 
created the trust had uppermost in his 
mind those of his beneficiaries who 
would benefit immediately from the 
creation of the trust and only seconda- 
rily those who would receive the prin- 
cipal ultimately. The trust is $500,000 
and is composed of high grade stocks, 
bonds, some mortgages and a few pieces 
of real estate. For the purpose of this 
example, the trust was created in 1928 
and the immediate beneficiary of the 
trust is the trustor’s wife. She was ac- 
customed to those luxuries which or- 
dinarily accrue to a person of her means. 
Under the terms of the trust, on the 
death of the wife the trust is to be dis- 
tributed to the children. Assume that 
this trust yields a maximum return of 
$20,000 (4 per cent basis) and that the 
trustee, under the custom generally ob- 
served in its locality, takes 5 per cent of 
that income, namely, $1,000. This 
leaves $19,000 for the wife, an amount 
which is ample. The fee to the corporate 
trustee was satisfactory in 1928. 

Look at the same trust in 1933—or 
even the average trust of today. The 
income has fallen to a 3 per cent basis, 
through the general reduction of inter- 
est rates, refinancing. exchange of 
mortgages for H.O.L.C. bonds and also, 
until recently, the failure of corpora- 
tions to pay dividends or to restore 
former dividend rates. The work and 
expense of the trustee has increased 


materially through the necessity of 
closer attention to the securities jn the 
trust. Economic changes, brought about 
by the depression, have made invest. 
ment supervision more difficult and yet 
the trustee’s fee for the year 1933—a 
the rate of 5 per cent on $15,000—has 
been reduced to $750, leaving $14,250 
for the wife. The evident result is that 
the trustee has been put to greater ex. 
pense and has been called on to use 
greater care with less pay. The bene. 
ficiary, also, has been obliged to accept 
a material reduction in income, 


THE ALTERNATIVE 


NOW apply the plan of charging a 
part of the trustee’s fee against prin- 
cipal. The agreement under which this 
trust was formed could have expressed 
the trustor’s or testator’s desire that 
the trustee shall be allowed a reason- 
able fee for its services and that this 
fee shall be charged against principal 
or income. As the income of this trust 
was reduced and the trustee’s duties 
and expenses were increased, the trustee 
would be placed in a position to reim- 
burse himself from the principal of the 
trust. Instead of further reducing the 
income to the beneficiary, already re- 
duced, at least a percentage of the 
trustee’s fee could be charged to prin- 
cipal. A provision of this kind embodied 
in agreements would result in less dis- 
satisfaction on the part of life tenants, 
would reimburse trustees for their ex- 
penses, give them a reasonable profit, 
and more nearly put into effect the 
desire of most trustors and testators 
that immediate beneficiaries receive a 
greater percentage of the conservative 
earnable income of the trust fund than 
is possible on the present fee basis. 

Remaindermen could not fail to see 
the reasonableness of the plan, because 
it is for their ultimate benefit that 
trusts are managed. Reason dictates 
that their share of a trust should bear 
at least part of the cost of administra- 
tion. 

I have already indicated that it 
would be undue optimism to expect the 
basis for imposing personal trust fees to 
be changed over night. But fees have 
given and will give trustees trouble 
until the cost of personal trust business 
is known and until this knowledge 1s 
used to erect a new fee structure which 
will afford a reasonable return to the 
trustee, be equitable to the life tenant 
and the remainderman, and fair in the 
eyes of the trustor. An understanding 
of the problem by bankers generally 
will facilitate the change. 
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The Distilling Industry 


as a Borrower 


tion and consumption of whiskey 

are, unfortunately, not generally 
available. A few statistics, therefore, 
may be valuable. These figures may not 
be entirely accurate, but they are so 
nearly correct that they will serve a 
purpose in connection with subsequent 
observations. 

Repeal became effective December 
3, 1933. On December 31, 1933, we had 
in bonded warehouses approximately 
26,000,000 gallons of whiskey. The year 
1934 gave us increased production, and, 
after tax payments or consumption of 
38,000,000 gallons, we had 91,600,000 
gallons on hand December 31, 1934. 
Facilities for production were steadily 
enlarged, and during 1935 we produced 
184,700,000 gallons, while tax-paying 
about 62,000,000 gallons. This latter 
figure showed a substantial increase in 
consumption, but on December 31, 
1935, we had, nevertheless, increased 
our stocks in warehouses to 207,000,000 
gallons, and production had for some 
time been running 10 to 15 million gal- 
lons monthly in excess of consumption 
or tax payments. Thus far the year 1936 
has shown an even larger increase in 
production over tax payments, so that 


Aina figures on the produc- 


by July 31, 1936, there were 316,000,- 
000 gallons in bond in warehouses. 

It should be understood that not all 
of this whiskey in warehouses is avail- 
able to the bulk goods market. Prob- 
ably 65 per cent to 70 per cent of 
it is owned by producing companies 
which have presumably regulated their 
output by their own requirements for 
bottling their own brands. It is gen- 
erally believed, and sincerely hoped, 
that they will adhere to that policy. 
No one knows how much of the re- 
maining 30 per cent to 35 per cent is 
in the hands of investors or speculators, 
or is under contract to or owned out- 
right by rectifiers and wholesalers. 
These figures, therefore, need not be 
alarming in themselves, but the exces- 
sive production must be brought under 
control within the next few months or 
the results of overproduction may be 
harmful to the industry as a whole, and 
particularly so to those units which 
have not sold their merchandise well in 
legitimate channels. Mother Nature 
gave some temporary relief from over- 
production by failing to provide ample 
cool water during the Summer months, 
and also by not producing an adequate 
supply of low-priced grains. This prob- 


“All elements have combined to help this revived industry, 
but most important of all was idle bank deposits. Within the 
past few months, many bankers have apparently been buy- 
ing considerable amounts of distillery and rectifier paper, as 
offered by brokers. Instances have come to our attention of 
loans being offered by brokers at $25 to $30 per barrel on 
green whiskey, which did not cost more than $19 to $22.50 
per barrel to make, including the barrel. Some distillers, 
and many bankers familiar with the situation, would think 
loans of $17.50 to $22.50 per barrel were sufficiently liberal. 
Even if the loans were against two-name paper (customers’ 
notes with distillery endorsement), they still represented 
distillery cost plus $5 to $10 per barrel to the distillery, 
which it was permitted to take as realized profit months 
before the purchaser paid his notes.” 
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By OSCAR F. MEREDITH 


Vice-president, First National 
Bank of Chicago 


lem of overproduction need not, and 
probably will not, affect collateral 
values of good whiskey, made prior to 
July 1, 1936. The older merchandise has 
much added value and cannot be re- 
produced, but we can and probably are 
accumulating too large a stock of the 
merchandise for the 1938 and subse- 
quent markets. 

As of March 31, 1936, we had in 
warehouses but 70,168,444 gallons of 
whiskey more than one year old, as a 
great deal of the whiskey made in 1934 
and 1935 had been bottled and con- 
sumed while very young. Much young 
whiskey is still being consumed. How- 
ever, on the date mentioned we had 
178,777,351 gallons less than one year 
old, and during the five months ending 
May 31, 1936, we produced 104,800,000 
gallons, and tax-paid but 26,800,000 
gallons, or a difference of 78,000,000. 
Balancing inventories to various ages is 
an admitted necessity, but after allow- 
ing for increased population, more wet 
territory, reduction in consumption of 
bootleg whiskey, consumption largely 
of straight whiskey as against blends 
(statistics have shown that prior to Pro- 
hibition blends represented possibly 
80 per cent of whiskey consumed, but 
now are not more than one-third of the 
total) and balat.cing inventory to vari- 
ous ages up to and including more than 
four years for bottling in bond, 350,000,- 
000 to 400,000,000 gallons would seem 
to be more than sufficient when we 
realize that the average number of gal- 
lons in bonded warehouses in the years 
1910 to 1917, inclusive, was less than 
250,000,000. These figures should also 
warn us that under reasonably normal 
price conditions the anticipated in- 
creases in prices of 1936 merchandise, 
when it is two years old in 1938, may be 
nominal, compared with prices prevail- 
ing in 1936 for whiskey made in 1934. 

As the result of weather conditions, 
grain prices, it would appear at this 
time, will add seven cents more to the 
cost of making each gallon of whiskey, 
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if good grain is used, and still higher 
grain costs would add more than that. 
From a collateral viewpoint, however, 
this increased cost, while tending to 
stabilize markets for the present, will 
not necessarily add a cent to the value 
of the whiskey for collateral purposes 
now, nor to its price when it reaches the 
consumer market one or more years 
hence. Higher costs probably will neces- 
sitate lower profits for the distillers, 
who may also be subject to greater 
taxes under new revenue laws. This 
need not be calamitous to those who 
have completed their building opera- 
tions for warehouses, bottling plants, 
etc. There may be some who will try to 
hold costs down and undersell others by 
using inferior grains and cooperage. 


This thought emphasizes again the need ! 
for caution in the type of distillery § 


management we support with our de- 
positors’ money. 

Some of the distilleries have pros- 
pered by permitting their receipts to be 
sold to the general public. This is one of 
the unfortunate developments of the in- 
dustry. Inquiries have indicated great 
activity by a certain type of salesman, 
and the lowest price offered, which has 
come to my attention, was $1.05 per 
gallon for new whiskey, or approxi- 
mately 200 per cent of the prevailing 
price to the liquor trade, and equivalent 
to the price of good one-year-old mer- 
chandise. Thus far, there has been little 
success in defeating this practice, al- 
though definite steps are now being con- 
sidered. The individual may be able to 
do as he chooses with his money, but the 
uninformed should be provided with 
some protection against such unfair 
prices by proper publicity, originating 
within the industry, from those who ex- 
pect commendation for their fair and 
honest policies. A distillery so marketing 
a considerable portion of its receipts is 
creating no consumer demand for its 
merchandise, and its receipts cannot, 
therefore, be well rated as collateral. 

One of the oldest and soundest policies 
relative to commercial paper, and so 
considered by offering brokers and 
banker purchasers alike, was that a note 
was not acceptable if the borrower did 
not have confirmed but unused bank 
commitments to cover all notes offered 
by the brokers. In very few, if any, of 
the recent offerings have our records 
revealed that the distillery or rectifier 
has confirmed bank lines to take up the 
notes which have been offered, should 
the bankers desire payment at maturity 
and other purchasers not be available. 
We all hope these exceptions may prove 
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safe over the longer term, as they have 
during the brief period. Many bankers 
concur, however, in the thought that the 
offerings in some cases, at least, repre- 
sent opportunism on the part of the 
broker, unwarranted faith on the part of 
the purchaser, and a flirtation with 
Lady Luck on the part of the borrower. 
This situation makes overproduction 
more difficult to control, and the subject 
is a live one right now. Overproduction, 
when it comes, will likely affect prices 
first and banker confidence next. 

I repeat here that there are two kinds 
of whiskey, i.e., that which the public 
will continue to buy and that which it 
will not continue to buy. It may be true 
that all whiskey will be worth at least 50 
cents per gallon. But will all of it also 
be worth, in addition, two dollars per 
gallon Federal tax (the Government has 
a first lien of $2.00 per gallon), the cost 
of bottling, selling, storage, insurance, 
evaporation, production taxes (where 


levied), state taxes, count y taxes, ete? 

The banks which have a cushion of 
the good, older merchandise, on which 
they made loans at or below Production 
cost in 1934, 1935, or the Spring of 1936 
have much less to worry over, as that 
merchandise is approaching maturity 
and will have a sound value, irrespective 
of the trend in prices of new stock— 
even distress stock. 

By 1938 there will be millions of gal- 
lons of whiskey available for bottling in 
bond (four years or more in the barrel). 
It can be sold profitably, at prices to 
compete rather closely with prices now 
prevailing for much younger merchan. 
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dise. Some rectifiers will continue to buy N ie 
the cheapest whiskey obtainable, ine. Sw 
spective of quality. They have made but 
money by bottling it, but it seems in. § 
evitable that the public will in time 
demand, and get, better quality at a period 
small difference in price. ; irmly 
The sales policy generally employed Cums 
by the distillers selling bulk whiskey is | 
to enter into a contract with a rectifier | US ' 
or wholesaler who wishes to age the _— 
whiskey and obtain the increased value pally 
of age, calling for the purchase of, say, § ™Y ! 
50 barrels per month, July to December ua : 
1936. Some cash deposit may be made § * De 
when the contract is signed, and then, = 
as each monthly production is ready, geen 
the purchaser will pay an agreed amount ’ se 
in cash and give a note for the balance. hn 
These notes usually mature in four tends 
months, and the contract provides that - 
if the agreed amount is then paid— aa 


usually $5 per barrel—the remainder is 
renewed another four months under 
similar arrangements, and so on until 
final payment is made about 16 months 
from date of distillation. 

The tendency of some distillers has 
been toward a reduction in the initial 
payments, probably asa sales stimulant. 
This could, and probably will, en- 
courage over-buying, especially in a ris 
ing grain market, and may add to over- 
production probabilities. The distiller 
selling bulk goods might do well to 
analyze this feature and demand larger 
down payments, even at a loss of some 
business, temporarily. Higher grain 
prices mean higher costs, which, be 
cause they cannot be presently passed 
along in the form of higher prices to the 
bottler or wholesaler, will result m 
lower profits, as previously suggested. 

Why, then, should the distiller permit 
his customers to gamble for a period of 
four months with the distiller’s invest 
ment in the merchandise of, say, $20 per 
barrel, for a small initial payment? He 
certainly (CONTINUED ON PAGE 85 
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The Growth of Cooperatives 


(In “The Cooperative Revival”’ in Sep- 
tember BANKING, Mr. Collins discussed 
the philosophy of the cooperative move- 
ment and its present position in the 
United States.) 


Switzerland followed England’slead, 
but it was not until a generation 
later—around 1880—that the European 
cooperatives gained real headway. The 
period 1880-1900 saw the institution 
firmly established in Belgium, France, 
Germany, Italy and Scandinavia. It is 
impossible within small limits to dis- 
cuss the growth of the cooperative 
movement in the various nations, but a 
few words about a representative case 
may perhaps be in order. One of the 
best examples of the movement today 
is Denmark. Here, as a result of the 
circumstances that gave rise to it and 
because of the economy of the country, 
it was strictly agricultural in its origins. 
In Denmark the movement today ex- 
tends into practically every field of the 
country’s economic life. The various 
societies were brought into a loose 
merger in 1917 under the name of the 


|: 1850 the cooperative movement in 


By EDWARD H. COLLINS 


Federated Danish Cooperative Associ- 
ation. The main purpose of this organ- 
ization is to bring about what might be 
called the “cooperation of the coopera- 
tives”, including not only the consumer 
organizations, but the producer co-ops 
and the credit, housing and insurance 
societies. The federation’s membership 
embraces no less than 370,000 house- 
holds representing 45 per cent of the 
population. (This country will not have 
attained a corresponding “point of sat- 
uration” until it has brought 56,000,000 
people into its societies. They embrace 
only about 4 per cent of that total at 
this writing.) 

The Danish movement was originally 
stimulated, during the latter half of the 
nineteenth century, by the flood of 
cheap grain from the Western Hemi- 
sphere, by the loss of the German grain 
markets, and by a decline in the fertil- 
ity of the country’s soil for grain pro- 
ducing. These circumstances combined 
to drive the country into dairy-farming 
instead of grain raising and to lay the 
foundation for cooperation as a means 
of acquiring feed at low prices. The first 
cooperative dairy was set up in 1882; 


in 1935 there were 1,400 of them and 
they handled 90 per cent of the nation’s 
milk business. There are 62 bacon cen- 
ters, which account for 84 per cent of 
the nation’s swine, and two-thirds of all 
imports are cooperatively handled. In 
addition to dealing cooperatively with 
such essentials as feed, eggs and bacon, 
Denmark has a mutual credit associa- 
tion which lends on property (chiefly 
urban today) on first mortgage; a mu- 
tual mortgage association which fi- 
nances real estate purchases through 
second mortgages; a Danish cooperative 
bank with 14 branches; and a coopera- 
tive housing system not greatly unlike 
that which has been tried out in some 
of the cities of this country. 

That the cooperative movement has 
lagged here has been the result of a 
number of conditions peculiar to this 
country. Chief of these, perhaps, has 
been the lack of leadership such as was 
to be found in Europe, but almost as 
important has been the nature of our 
economy and our economic philosophy. 
Our expanding frontiers, which gave 
every man an opportunity and which 
laid the foundation for many fortunes, 


“The cooperative movement was essentially agricultural, when it did finally come to stay, in this country.” 
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COURTESY CO-OPERATIVE LEAGUE 


“The cooperatives are organized not 
only on a national basis today, but on 
an international basis as well,’’ says 
Mr. Collins. On these two pages are 
pictured a few of the foreign periodicals 
devoted to the movement 


made inevitably for individualism and 
a get-rich-quick attitude. In such a 
philosophy there was little room for the 
notion of “limited profits” which were 
an essential part of the cooperative 
theory. 

Nevertheless, numerous attempts 
were undertaken here aimed at joint, 
non-profit enterprises as far back as the 
pre-Civil War days. In 1847 the New 
England Protective Union organized a 
system of cooperative stores, but the 
scheme proved a failure. The American 
Protective Union, an offshoot of the 
N.E.P.U., proved equally unsuccessful 
in a similar effort. Indeed, these failures 
were typical of what was to be the gen- 
eral fate of a number of similar ventures 
in the latter half of the nineteenth cen- 
tury, ventures undertaken by such or- 
ganizations as the Grange, the National 
Labor Union, the Sovereigns of Indus- 
try and the Knights of Labor. 

The cooperative movement was es- 
sentially agricultural, when it finally 
did come to stay, in this country; and 
it is only now that efforts are being 
made to try once more to make it work 
in the cities. Minnesota was the cradle 
of the movement here, and its success- 
ful introduction is generally associated 
with farmers of Finnish birth or Finnish 
extraction. At any rate, one finds today 
the best examples of well established 
co-ops in this region. One such example 
is the Cloquet Cooperative Society of 
Cloquet, Minnesota. This society oper- 
ates a main store, three branches, a 
modern service station, a garage, a coal 
yard, an automobile agency and a feed 
warehouse. It employs 50 persons and 
a fleet of automobile trucks. Moreover, 
its 2,000 members (the total population 
of the town is only 7,000) enjoy the 
use of a library, a cafeteria, a gymna- 
sium and an auditorium. It is the boast 
of the Cloquet Society that two chain 
stores have found the competition so 
severe that they have been forced to 
withdraw from the town. 

A type of cooperative which is in- 
digenous to America alone, so far as this 
writer knows, and which has grown by 
leaps and bounds recently is the “gas” 
co-op. The Alberta Lea Society, in the 
town of that name in Minnesota, is a 
highly successful example of this type 


of organization. This Society is the 
leading distributor of gasoline in its 
county and has paid out $250,000 in 
patronage dividends in the course of 


the last ten years. It is interesting to [ federati 
note that according to the Study of the speaker 
Bureau of Labor Statistics there were J and est 
virtually as many “gas” co-ops in ex. The 
istence in 1933 as there were retail store | only OF 
organizations. There were 226 of the an inte 
former, against 228 of the latter. The tematic 
“‘gas”’ co-ops, incidentally, tend to ex. organiz 
pand their activities as they grow, s  socetie 
as to provide tires, insurance, and finally [offices 
general merchandise. eeveryt 
Thus far, the United States has no & tive © 
national wholesale co-ops, but it has J quently 
several regional organizations of that 
type. The Central Cooperative Whok- | 
sale at Superior, Wisconsin, is the § THE¢ 
largest in the field. It was organized in § incline 
1917 by 19 cooperative retail groups. and s¢¢ 
One of the most interesting examples §} is: Wh 
of the beginning of the tendency of the J the prc 
co-ops to penetrate the urban centers is system 
Co-operative Distributors, Inc., a sort § a subj 
of cooperative Sears Roebuck, situated J be sai 
in New York. This organization main. § the mc 
tains a laboratory for testing “brand” § 10 mo 
products, and in addition it distributes § for bu 
commodities by mail and helps to or- § and t 
ganize consumer unions. Even mor § system 
novel, perhaps, is the organization § of am 
known as Recreation Cooperative, Inc. § mover 
This unit is in the mail order business § real tl 
too, but its “products” consist of ma- § “left” 
terial, supplies, equipment and infor- § gards 
mation for the promotion of cultural J privat 
activities, such as music, dancing and § thisg 
the drama. There is also a string of co- that ' 
operative cafeterias in New York which §} while 
operates under the name of Consumers § ative 
Cooperative Services. Its business in J st fo 
1935 was $400,000. “T 
organ 
RECENT TREND classl 
MORE important, perhaps, than the J forus 
actual numerical growth of the coopera- Pal 
tive societies in recent years has been § ment 
the increased cohesiveness of the move- fj ‘live 
ment, the coordination of its activities J on bi 
and the spread of cooperative “educa- Jj ‘oope 
tional” publicity. This has been for- § but 
warded greatly by the publication of § Whic 
such books as 100,000,000 Guineo § Buti 
Pigs, which have attempted to “de- the ¢ 
bunk” advertised products. Growth J comp 
has also come from organization. There fj vop 
is now in existence the Cooperative 9 Politi 


League, which has headquarters in New 
York and which acts as a general cleat- 
inghouse. In 1934 its membership In 
cluded 1,480 distributive societies, mine 
credit unions, five housing associations, 
and four insurance societies, or 1,4% 
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ups. The League is supported by 
jues, and its function is primarily edu- 
ational. Aside from the League, there 
are three major regional educational 
federations. It is their job to furnish 
speakers, organize employment services, 
and establish training courses. 

The cooperatives are organized not 
only on a national basis today, but on 
an international basis as well. The In- 


emational Cooperative Alliance is an ae 


organization made up of the federated SS — on 
societies of 39 countries, with central = 
offices in London. Delegates meet only 
every three years, but there isan execu- 

tive council which meets more fre- 

quently. 


THE QUESTION RAISED 


"a 
THE question that one is immediately 
inclined to ask, once he grasps the size TS late 
~ 


and scope of the cooperative movement, 
is: What does it mean to the future of 
the profit system? Is it a threat to that 
system, or merely a challenge? That is 
a subject all by itself. This much may 
be said, however. If some of those in 
the movement have their way it will be 
no more than a challenge—a challenge 
for business to put its house in order 
and to demonstrate that the profit 
system is able to hold its own in the face 
of any competition. If others in the 
movement have their way it will be a 
real threat. For it is no secret that the 
“left” element in the movement re- 
gards it as a means of undermining 
private enterprise. A spokesman for 
this group is quoted as admitting freely 
that “of course it is anti-capitalist”’, 
while one of the four aims of Co-oper- 
ative Distributors, Inc., for example, is 
st forth as follows: 

“To join with all other forces and 
organizations in paving the way for a 
dassless society based on production 
for use, and not for profit.” 

Paul Nystrom has said of the move- 
ment that “its spirit should be kept 
alive”. It is the view of this authority 
on business that the challenge of the 
cooperative is not to the profit-system, 
but to inefficiency in that system. 
Which, at this juncture, is quite true. 
But it will remain true only so long as 
the cooperatives and private business 
compete on equal terms. A system of 
Cooperatives able to secure a strong 
political position and, through that, 
subsidies in the way of special advan- 
lages over business, would be quite an- 
other thing. And it may well be that we 
are rapidly drifting toward the point 


where that contingency will have to be 
laced, 
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Foreign affairs have not interrupted the trend of 
American business. (See Condition of Business.) 
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The Condition of BUSINESS 


Tue Fai. OuTLooK. Business enters the final quarter as- 
quied that to date 1936. has been the best year since 1930, and 
confident that the recovery curve will continue to ascend 
during the Autumn months. Late Summer, as had been ex- 

ted, witnessed some seasonal contraction, but the basic 
improvement held its ‘momentum and the weeks ahead 
promise higher production and consumption levels. 

It is significant to note, as the Fall season opens, that 
recovery this year has progressed without important inter- 
ruption. Also, the gain has been well distributed among 
major sections of the country’s industrial fabric, the prin- 
cipal exception being agriculture, which had to contend 
with a serious drought. 

Recovery’s Cost. Many business men would be better 
satished if they felt that the good times had arrived without 
the inflationary pressure of Government spending on an 
unprecedented scale and if tax consciousness were not so 
acute. The glamor of recovery can hardly obscure its cost. 

There is evidence that unemployment is decreasing and 
considerable reason to believe that the actual number of em- 
ployables out of work is much below current estimates. In- 
creasing dividends of corporations continue to give support 
to the market for securities and contribute to the general 
optimism, although they are largely influenced by the 
tax to be imposed on undistributed profits at the end of 
the year. 

Anxious Europe. European events are disquieting, for 
the possibility of more widespread trouble between the two 
conflicting theories of government represented in Spain’s 
civil war is well recognized. Rearmament, inflammatory 
speeches, the restlessness of nations seeking territorial expan- 
sion, and, more specifically, domestic unsettlement in France, 
cast shadows on the future and increase the difficulties of in- 
ternational economy. Nevertheless, foreign affairs have not 
interrupted the trend of American business. 

PotiticAL AMERICA. At home, the election campaign pro- 
ceeds along lines more or less traditional, and the issues are 
being carefully canvassed by the politicians and by the vo- 
ters. On the whole, business appears to have been little af- 
fected by the campaigning, which is now under a full head 
of steam. 

UNCERTAINTIES. The prospect of a Federal budget deficit 
in the current fiscal period substantially as great as that for 
the year which closed in June is an unfavorable factor. So 
also is the prospect of continued uncertainty in some lines of 
business resulting from such Government regulation as the 
Robinson-Patman chain store bill whose effects are yet to be 
demonstrated and whose provisions are yet to be construed. 
Business still realizes that sooner or later it will be called 
upon to pay the bill for current expenditures and this un- 
certainty in regard to future taxes is a deterrent to new com- 
mitments in some lines. 

Forwarp Buyinc. Some important industrial activity 
may have gone too far to be wholly sound. The cotton goods 
industry, for example, has been reported running at 120 per 
cent of its single shift capacity, a rate far too high, in the 
opinion of the trade, to be met by consumption. Probably 
much of this excess production is due to the rising cost of raw 
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cotton, inducing an effort to “beat the gun” similar to that 
in the Summer of 1933 when the N.R.A. regulations were 
impending. A reaction in textiles, probably only of short 
duration, seems inevitable. 

There is also some question as to the degree of forward buy- 
ing in the steel industry. With higher prices looming, some an- 
ticipation of future needs seems reasonable, but orders for the 
new automobile season are in sight and the present demand 
comes from so many widely diversified sources that the sit- 
uation is considered sound. Increasing orders for new factory 
equipment, machinery and machine tools and many other 
lines of capital goods reflect the necessity of the moderniza- 
tion of plants so long delayed. 

There has been considerable forward buying in food 
products against the expected increase in prices next Spring. 
This was largely responsible for the recent sharp advance in 
some products followed by a reaction when the special 
demand was satisfied. However, current packing activities 
will not be affected. 

ComMERCIAL Loans. The continued rise in commercial 
loans of reporting Federal Reserve member banks to a point 
comfortably above the volume outstanding a year ago is an 
encouraging signpost on the recovery road, although a faster 
pace and a broader geographical rise might be expected in 
view of the industrial recovery thus far experienced. 

If the Autumn’s performances measure up to its prospects, 
it is not unreasonable to expect that this form of financing 
may well reach larger proportions. The readiness of banks to 
make sound loans, and of borrowers to contract for credit, 
are quite different things, and the gap between them has 
been wide. 

Deposits, CREDIT, INVESTMENTS. Banking in general con- 
tinues under the influence of familiar conditions: increasing 
deposits, ease of credit and a dearth of investment outlets. 
The chief exceptions are the gain in “other” loans and a rise 
in circulation. 

There has been little increase in loans on real estate, the 
acceptance market still lags, while outstanding commercial 
paper shows some advance over a year ago. Loans to brokers 
and dealers range about $225,000,000 above those of a year 
ago. In other words, the chief signs of an increasing use of 
bank credit are in the line of lending which banks are most 
anxious to revive—credit to the ordinary business concern. 

Interest rates remain at about the same level as in the 
early Summer with a slight stiffening in the northern and 
eastern states and a slight weakening in southern country 
districts, but this is considered more of an adjustment to the 
general interest level than a reflection of changing credit 
conditions. 

RESERVE REQUIREMENTS. There has been little if any ef- 
fect of the increase in reserve requirements of member banks. 
Their borrowings from the Reserve banks increased by $2,- 
(00,000 in the period covered by the change in requirements 
and there was a shift of deposits of country banks in metro- 
politan centers of approximately $100,000,000. Bank holdings 
of investment securities declined during the transition, but 
it is a question whether this was due to the need for funds to 
meet the new reserve levels or to the drawing down of realiz- 
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able profits against possible price declines due to the change. 

Money actually eased a little after the new requirements 
were put into effect and Federal, state and municipal securi- 
ties continued to advance. The only practical effect of the 
shift so far noted is that in arranging for participation in the 
September Government financing the New York banks were 
compelled to borrow about $18,000,000 to tide them over. 
This temporary tightness also reflected withdrawals of funds 
by interior banks and a larger than anticipated demand for 
currency over the September holiday and for vacation 
money. It is to be noted, however, that the situation was 
handled by inter-bank borrowing without recourse to the 
Reserve banks, indicating not only that there are still abun- 
dant loose funds in the New York banks but also reflecting 
the general ease of credit conditions. 

Excess RESERVES. These have already exceeded the level 
anticipated by the Board of Governors of the Reserve Sys- 
tem when it put the new requirements into effect, reaching 
$2,000,000,000 early in September. Incidental to the shifts of 
funds caused by the change, banks have come to realize that 
in raising reserve requirements the Reserve authorities did 
more than absorb about a billion and a half dollars of the 
existing excess since the new rule geared the required re- 
serves at a higher ratio which uses up deposits more rapidly. 
It is considered doubtful whether there will be much further 
increase in excess reserves in the next few weeks unless there 
is another notable inflow of gold—which, in fact, seems 
probable. 

CircuLaTion. As of September 9 money in circulation 
totaled $6,276,000,000, the highest in our history with the ex- 
ception of the banking holiday period of 1933. Circulation 
will doubtless gradually increase from now until after the 
holidays, absorbing a larger amount of bank funds. 

Federal banking authorities have been unable to trace 
the funds distributed to the veterans last June, but the latest 
estimates of the Reserve authorities is that approximately 
half of the $1,200,000,000 and more paid out in cash or in the 
bond redemption is still in the hands of the veterans orcir- 
culating outside the banks. Apparently a considerable por- 
tion is being retained by the veterans, probably to be paid 
out in small amounts as need may require. 

CorPORATE FInANcEs. The appearance of new capital is- 
sues, as differentiated from refunding operations, has dis- 
tinguished the capital market in recent weeks. Offerings in 
this category during August were the largest in some time, 
accounting for about three-quarters of the total financing 
done during the month. 

Dividend disbursements, especially increases, extras and 
resumptions, continue to swell the purchasing power of 
stockholders who in August received well over $300,000,000 
from their share investments. 

DrouGut AFTERMATH. A few months ago the drought was 
being viewed as a national disaster. Certainly it was serious 
enough, although more recent appraisals make it appear less 
damaging than the “dry spell” of 1934. The September fore- 
cast of corn production placed the crop at 1,458,295,000 
bushels, a rise of 1.3 per cent over the previous month’s fore- 
cast, but still the smallest in 55 years. 

The wheat yield was indicated at 630,241,000 bushels as 
compared with 632,745,000 bushels on August 1, or about 
enough to meet normal requirements. Production of oats, 
hay, rice, apples and potatoes is apparently more abundant. 
Indeed, the crop reporting board said in its September state- 
ment: “ The rains of late August and the first week of Septem- 
ber, while too late to help most crops, have caused a change 
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for the better in the general situation and have brought new 
hope to thousands of farmers.” A large section o/ the drought 
area has been partially relieved by rain, which put the land 
in better condition for the Fall plowing. 

Estimates of a short cotton crop—11,121,000 bales, ac. 
cording to the forecast based on September 1 conditions 
represented a sharp decrease from the prediction of the pre- 
vious month, due to drought ravages in the western part of 
the belt. Buying of cotton textiles was appreciably stimy. 
lated by the bullish report. ‘ 

FARM PRICES AND INCOME. The full effect of the drought 
on foods will not be felt before next Spring, and much can be 
accomplished in the interim to mitigate those etfects, Never. 
theless, it would be too optimistic not to assume that in spite 
of high prices there will be a material drop in agricultural 
income in the states affected by the lack of rain, and a lower 
level of business is expected in Montana, Wyoming, North 
and South Dakota, Nebraska, Kansas, Iowa, Missouri, 
Oklahoma and parts of Texas. 

The general agricultural prospect, naturally, depends 
largely upon the extent of relief benefits. In 1934 these pay- 
ments were large enough to maintain purchasing power at 
substantially a normal level. Apparently similar conditions 
may be anticipated this year. The Works Progress Adminis- 
tration expects to spend at least $125,000,000 on relief jobs 
in the stricken areas between now and Spring. Another factor 
is the increasing ease with which farmers can get credit, both 
from banks and from Government agencies, thus enabling 
them to carry out proposed outlays despite the drought set- 
back. 

THE STEEL INDustRy. The American Iron and Steel In- 
stitute reports that the industry it represents earned $3.92 a 
ton on its production during the first half of this year, against 
$2.99 in the corresponding period of 1935. This was a return 
of 1.73 per cent on the investment, compared with 0.91 per 
cent a year ago. The 104 companies which account for more 
than 90 per cent of production in these lines had aggregate 
net earnings of $55,249,000 in the half year, which compares 
with $23,873,000 for the same interval of 1935. From 1925 to 
1935 earnings averaged only 3.35 per cent on the investment. 

Payrolls of the same companies, including affiliates, 
totaled $401,276,000 in the half year, a monthly average of 
$67,000,000, and an increase of 21 per cent over the 1935 
monthly mean. The question of a wage rise, it appears, will 
have to await a stronger operating and earnings position. 

AMERICA ON WHEELS. The output of motor vehicles 
dropped off sharply in the late Summer, due to the new model 
switch-over, but the producers are anticipating a brisk busi- 
ness when the 1937 cars appear. The country’s standard of 
living seems to be riveted more securely than ever to four 
rubber-tired wheels, and it certainly is not impossible that 
next year’s sales will approach the 5,000,000 car volume 
which has been mentioned as a likely goal. 

August business of General Motors Corporation was the 
largest for that month in the company’s history, and the 
company’s sales to consumers during the first eight months 
of this year set a similar record. : 

Reports from various sources suggest that the outlay for 
automotive plant expansion in the next few months will not 
fall very short of $200,000,000. Naturally this means an Im- 
portant demand for machine tools and industrial machinery, 
lines which have been steadily on the upgrade for months. 
Machine tool output has reached an index level of 150 on 
the 1926 standard as compared with 120 last year. Foundry 
equipment concerns report the same rate, compared with 94. 
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Qrner EoutpMENT. The purchase of railway equipment 
continues to expand. Unfilled orders for freight cars at last 
accounts approximated 5,000 units, or 10 times those of a 
vear ago. Utilities also are inquiring for new equipment. A 
jew new industries or revivals of industries long quiescent 
also are to be noted. The demand for automobile trailers has 
w increased that the manufacturers are several weeks behind 
indeliveries. Bicycles have again come into industrial promi- 
nence. Production during the past year has been the largest 
ince 1899, and present output is valued at approximately a 
nillion dollars a month. 

Tue RAILRoaps. Passenger traffic accounts for a relatively 
small proportion of railroad income, but the eastern carriers’ 
figures on this branch of their business have been climbing 
since the lower fares went into effect early in June. Freight 
haulage has been somewhat affected by the crop situation, 
although total loadings of all freight have reflected the per- 
sistent movement of goods and materials. For example, the 
volume handled during the first week of September was the 
first weekly total to surpass the corresponding period of 1931; 
it was also the biggest September week in six years. 

Operating revenues of the Class I railroads gained about 
19 per cent in August as compared with a year ago; inci- 
dentally, it was the third successive monthly gain since the 
)cent fare was instituted. Presumably the brisker passenger 
business is due not only to the inducement of lower costs to 
the travelling public, but to the greater activity in general 
business and the congestion on many motor highways. The 
railroads are endeavoring to attract traffic by providing 
modern and more comfortable, as well as faster, facilities. 


RETAIL TRADE. Many merchandisers are looking for the 
higgest last quarter business since 1930; some, indeed, expect 
an older record to be broken. Consumer purchasing power is 
being swiftly translated into consumer buying, especially in 
such lines as groceries and clothing. 

The National Retail Dry Goods Association estimates that 
the record of retail sales for the year will reach $36,680,000,- 
000, or about 12% per cent above 1935. The National Asso- 
ciation of Furniture Manufacturers reports an indicated 
gain of 34 per cent in sales so far this year over 1935 and 
the industry has a larger volume of unfilled orders than it has 
had for many months. Trade in radios, luggage and leather 
goods, sporting goods, jewelry, office equipment, household 
equipment, hardware, women’s clothing, rubber goods, and 
automobile accessories is reported good with prospects for 
the Fall exceptionally bright. 

New_Buitpinc, Building construction continues to in- 
crease, seasonally considered. Figures for July, the latest 
monthly returns available, indicated new residential con- 
tracts of $72,094,000 compared with $48,372,000 last year, 
while non-residential contracts amounted to $96,125,000 as 
compared with $56,969,000. Engineering contracts increased 
from $158,000,000 to $192,000,000 in round numbers for 
July, this year and last. 

ELEctRIC Power. Electric power consumption has been 
running around 20 per cent above the levels of last year. The 
gain has been especially notable in the central industrial, 
middle Atlantic and southern states. Electric utility com- 
panies expect the best operating results since 1930 in the 
third quarter’s returns. 


The Rust brothers demonstrate their cotton picking machine at Stoneville, Mississippi 
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Below: Tom K. Smith, President 
At right, top to bottom: Orval W. Adams, First Vice-president 
Philip A. Benson, Second Vice-president 
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my predecessors. Recognizing the value of the re- 
gional conferences which Mr. Fleming inaugurated 
last year, I hope to continue them during the next year. 
[tis my belief also that the problem of public relations, 
which deservedly received extensive consideration dur- 
ing the past year, merits our continued attention. We 
shall likewise carry on with energy and enthusiasm the 
activities of the Association in the fields of legislation, 
protection, taxation, and insurance. 

Iam convinced, however, that the most urgent prob- 
lm confronting our profession today is the adaptation 
of banking to a changing economic environment. The 
years of the now passing depression have been a period 
of determined struggle. We have been fighting to keep 
our banks solvent, to sustain a crumbling business 
structure, to bring financial assistance to sorely dis- 
tressed local, state, and national governments. This 
period has been one of extensive changes. New banking 
legislation has been enacted. There have been funda- 
mental alterations in the methods of issuance and dis- 
tribution of investment securities. Gigantic new bank- 
ing institutions, quasi-governmental in character, have 
appeared, some to aid our chartered banks, some to sup- 
plement their activities during the emergency, and some 
which appear to be in direct competition with us. There 
have been fundamental changes in underlying business 
practices ; forms of financing upon which we depended 
afew short years ago are giving place to new methods. 
Consumer credit has grown to gigantic proportions. 

These changes, taking place with characteristic 
American speed, have naturally brought about perplex- 
ity and bewilderment. During these crowded years we 
have been too busy to give them more than scant atten- 
tion, It is time for us to pause and take our bearings ; we 
must chart these new seas in which we are to sail. There 
san imperative need for research as we face the oppor- 
tunities and responsibilities of these changing times. 

Often we think of research as an elusive pursuit in 
the tealm of theory. But there is another way of look- 
ing at it. To put it in plain language, research is the 
fort to find out what we should do when we cannot 
keep on doing what we have done before. The study of 
the Postal Savings System now being made by the As- 
“elation’s Committee on Banking Studies is an exam- 
ple of a type of fact finding of great importance to us 
all. At an early date we shall complete this study and 
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| SHALL continue the worthy projects initiated by 


Research and Education 


submit it as a basis for the future policy of the Associ- 
ation. During my official connection with the Associa- 
tion I have given a great deal of time and thought to 
research, and I am now prepared to announce it as one 
of the major objectives of my administration. We must 
now take stock of our resources and determine how in 
this rapidly changing business and economic order we 
can best serve the interests of the depositor and bor- 
rower. 

Research in itself, however, is not enough. Educa- 
tion must follow. The facts we learn in our studies must 
be conveyed and explained to every banker in America. 
If we are to make effective the results of our research, 
every agency of banking education must receive our 
moral and our financial support. In bringing financial 
support to these educational agencies, bankers must not 
feel that they are offering donations out of their bank 
funds; rather they must realize that they are making 
investments which will return dividends to themselves 
individually and to the banking fraternity. Of all the 
branches of business, banking offers the least tangible 
product and is the least understood by the public. The 
more intelligently banking is carried on, the greater will 
be the profit to the individual bank and the greater the 
prestige of banking as a whole. 

The work of an association of this kind cannot be 
done by one or by a few individuals, and no statement 
that [ could make regarding its work would be complete 
without an acknowledgment of the services of the offi- 
cers, the committees, the professional staff, and the 
membership of the Association. It has been my experi- 
ence that no man who has been called upon has lacked 
the ability or the willingness to carry his share of the 
burden. With continuation of this spirit, we cannot fail 
to advance. 

During the past century, our chartered banking sys- 
tem has progressed in spite of wars, droughts, eras of 
prosperity, and eras of depression. I am convinced that 
there is no problem in banking confronting us today 
which research, education, and cooperation cannot 
solve. These three are the bulwarks upon which I base 
my hope for American banking, and these make up the 
platform upon which I urge your continued support of 
the American Bankers Association as it faces the com- 
ing year.—From the address of Tom K. SMITH accept- 
ing the presidency of the American Bankers Associa- 
tion. 
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Government Banking 


The Public Works Investment Poo] 


Washington, D. C. 

E Public Works Administration seems to be offering 
the banks and other investors new money investments 
during the current year in an amount upward of half a 

billion dollars. Its own direct offerings of state and municipal 
securities are running at a rate approximating $250,000,000 
for the year, while the corresponding offerings of states, 
municipalities and other public corporations in connection 
with the financing of the public works projects partly 
financed by the governmental agency are running at a 
somewhat higher rate. 

Directly and indirectly the public works enterprise is com- 
ing to be one of the chief factors in current borrowing of new 
money. With the funds in hand this program and its new 
money financing will continue indefinitely, although upon a 
decreasing scale, until the amount of funds borrowed for 
public works enterprises through P.W.A. activities will 
reach a total not considered probable even when the under- 
taking was inaugurated as a means of affording unemploy- 
ment relief and stimulating industry. As a relief agency the 
P.W.A. may have fallen far short of original expectations but 
as a factor in the employment of investment funds it may yet 
prove of more than anticipated importance. 

Sales by the Reconstruction Finance Corporation of state 
and municipal bonds taken by the P.W.A. to represent its 
loans for public works under various relief programs have 
indicated that the administration’s revolving fund for 
public works is actually revolving. That much has been 
generally understood, and many banks have so far given the 
matter special attention as to have an important part in 
this financing. Up to the present time no compilation has 
been made to indicate exactly what part of the securities sold 
by the R.F.C. has gone to banks, but the share taken by 
them is large and, on the face of things, banking institutions 
which have purchased any of these securities have bought 
them subject to a premium. 

Inasmuch as the financing program for the work the 
P.W.A. now has in hand is only a little more than half way 
finished and since the funds secured by the administration 
from the transfer of these bonds to private investors go to 
swell the revolving fund and thus become the basis for new 
projects and new bond issues, the question of whether the 
payment of such premiums is advisable merits consideration, 
especially since it is now evident that the security issues are 
likely to be a more or less permanent feature of the invest- 
ment market. 

For the non-Federal public works projects which are 
involved in this financing the P.W.A. has been allotted in all 
$1,098, 132,672—$606,712,900 from the original N.I.R.A. 
act, $132,607,484 from the emergency appropriation act of 
1934 and $358,812,288 from the emergency relief acts of 
1935. Of this total it has expended on a net basis—i.e., 
allowing for funds returned to it through the revolving fund 
—$397,507,814. It thus has unexpended but, for the most 
part, allotted to various projects, some $655,051,609. From 
the standpoint of original appropriations and its relations 
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with the Federal Treasury, accordingly, the P.W.A, has vet 
a long way to go. ; 

Up to August 1 the enterprises undertaken under the 
aegis of the P.W.A. for non-Federal purposes aggregates 
$2,152,397,373, of which $1,346,894,297 was arranged for 
under the original appropriation of $3,300,000,000 and the 
rest from other appropriations. Of this total the states and 
municipalities concerned were to furnish $748,317,345, mos, 
of which was to be borrowed in the open market. The 
Government advanced $611,230,416 through the P.W.A. in 
grants or gifts and $792,849,612 was to be advanced by the 
P.W.A. against 4 per cent bonds. A little over $200,000,000 
of these loans were to be made to railways for betterments, 

Under this arrangement, up to August 1 the railways were 
loaned $196,315,610 and the states and municipalities 
$711,092,763, but with other projects in hand the adminis. 
tration up to the last of August had obligated itself to buy 
bonds of the states and municipalities in the amount of 
$828,047 ,864. Up to the last of August, also, it had actually 
taken delivery of bonds in the amount of $602,445,717 of 
which it had sold $446,961,384 to the R.F.C. The Adminis- 
tration also has sold several million dollars of state and 
municipal bonds to third parties in the course of special 
financial arrangements but its policy, when once it has 
actually acquired bonds, is to sell such securities only 
through the R.F.C. as provided by the act of Congress 
authorizing the R.F.C. to act as the underwriter in such 
operations. In other words, if a probable premium in the 
purchase of these securities by banks or private investors is 
to be headed off the investor must get into the game before 
the actual and full financing has been completed by the 
Governmental agency. 


FOR its part in this financing the 

R.F.C. reported as of August 31 that it 

had bought from the P.W.A. issues of 

securities having a par value of $446; 

961,384, of which it had sold to the 

investing public a total of $276,121,659. 

It had also collected on such securities 

to the face value of $28,629,975. On the 

sale of securities it realized a premium 

of $8,994,484 and on collections it also 

obtained a premium of $25,556. The 

corporation on August 31 had such 

securities on hand in the amount 0 

$142,209,750 and had agreed to pur 

chase at par to be held and collected ot 

sold from time to time, securities in the further amount ol 

$82,216,000 as the P.W.A. can deliver the securities. Thus 

the P.W.A. has on hand between $65,000,000 and $70,000; 
000 of bonds unsold. 

Extensive comment on this financing is unnecessary since 

the figures speak for themselves, but it may be well to observe 

that the premiums collected on bonds sold could have been 

saved to the buyers had they been willing to make advances 


BANKING 


to the st 
the inte! 
RFC. | 
has been 
were ab 
the law | 
able nur 
and 
ments f 
the pure 
money | 
cheaper 
every W 
The 
works; 
project: 
have be 
at first 
labor 
recours 
voided 
advanc 
in man 
in all c 
state t 
way as 
arrang’ 
he arré 
public 
to stan 
Whe 
ceeds 
furthe 
istratic 
Treasu 
entire 
interes 


| 
| 
| 
= 


ws the states und municipalities in the first place and without 
ihe intervention of the P.W.A. and the R.F.C. Where the 
REC. has made collections upon issues of securities there 
has been, for the most part, refunding in which the borrowers 
yere able to secure from direct investors better rates than 
she law calls ior in loans made by the P.W.A. In a consider- 
able number of cases, apparently involving between $75,000,- 
ww and $100,000,000, the P.W.A. has proceeded with allot- 
ments for projects and agreed to finance the borrowers by 
the purchase of bonds only to have the borrowers secure the 
money from investors in the open market or otherwise at a 
cheaper rate. This;the P.W.A. has favored at all times and in 
every way practicable. 

The object of the administration is to promote public 
works; not to acquire bonds. It should be noted that where 
projects have been arranged for by the P.W.A. and grants 
have been made in aid of the proposed construction—grants 
at first limited to 30 per cent of the amount to be spent upon 
labor and later to 45 per cent of the cost—financing by 
recourse to private investors or the open market has not 
voided the grant. In other words, the Government has 
advanced from 30 to 45 per cent of the cost of projects which 
in many cases adds to the security of the private lender and 
in all cases aids the credit of the borrowing municipality or 
state to that extent without limiting the borrower in any 
way as to how and where the rest of the financing is to be 
arranged. In fact it would prefer that all the financing should 
e arranged with private or public investors provided the 
public construction undertaken be carried through according 
o standards and within time limits it considers desirable. 

Where bonds are sold to or through the R.F.C. the pro- 
ceeds go into the revolving fund which is available for 
iurther loans but not grants. Interest received by the admin- 


istration on its outstanding bonds goes into the Federal 
Treasury as against the Government borrowing on which the 
entire P.W.A. program is based. The R.F.C. receives the 
interest on the bonds while in its possession. This interest is 
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the corporation’s sole remuneration as underwriter. By the 
sale of its bonds to the R.F.C., the P.W.A. gets funds for its 
revolving fund quickly, whereas private sale would probably 
involve long delay. Banks or other private investors inter- 
ested in such securities, accordingly can probably best serve 
their interest by dealing with the original state or municipal 
borrower. 


ALL securities are sold without recourse 
upon the P.W.A. or the R.F.C. The 
buyer merely takes over the rights and 
interests of the governmental agencies 
and thereafter the relations of the 
creditor and debtor are precisely what 
they would have been had the money 
been loaned the borrowing state or 
municipality directly in the first place. 
The buyer of bonds issued to finance 
these public works gains no additional 
rights by purchasing them second hand. 
He usually pays a premium for the 
privilege of being second holder of the 
securities. 

Undoubtedly the major portion of the public works pro- 
jected and financed by the P.W.A. could have been projected 
and financed without the intervention of the Government 
agencies and in many cases it would have been to the advan- 
tage of the borrowing state or municipality, the local banks 
or other investors and the Federal Government if the in- 
dependent plan had been followed. On the other hand, the 
intervention of the P.W.A. does afford certain slight 
advantages. 

There has been, and to some extent there is still, an 
impression that loans of the P.W.A. have been loosely made 
and that the interests of the Government or the private 
lender have not been properly safeguarded. The fact is that 
loans are made only after an investigation of precisely the 
same sort as that which private investors in state or munic- 
ipal bonds usually make. The Government suits its loans to 
the financial position of the borrower and refuses loans where 
default is likely. It carefully superintends the loans after 
they are made and requires annual or more frequent financial 
reports from the borrowers. Where revenue bonds constitute 
the security offered periodical reports from the supporting 
utility system are required, insurance coverage is carefully 
looked after and in all other respects loans are supervised 
as would be the case in private financing. Moreover, in some 
states the states themselves and their subdivisions have been 
given special authority for a limited period to incur indebted- 
ness to or through the P.W.A. in excess of limits previously 
fixed. The legality of many bond issues is thus firmly 
established in cases wherein otherwise there might have been 
question. 

The significance of this financing from a banking stand- 
point is that it is local in character and for the most part 
represents loan risks which local banks can handle to better 
advantage than any other agencies. The projects range all 
the way from a few hundred dollars for repairs to a local 
school house to advances of many millions to such concerns 
as the Port of New York Authority or the Chicago Drainage 
District. In the latter cases the participation of a syndicate 
or more than one bank becomes necessary, but in the great 
mass of such loans the amounts are comparatively small and 
come well within the limit fixed by law with respect to bank 
holdings of investment securities. In few cases are the 
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amounts so large that a combination of local banks cannot 
handle them. The quality of each loan must be judged upon 
its own merits, but the readiness with which the security 
issues so far offered the investing public through the R.F.C. 
has been placed is ample demonstration of the increasing 
appreciation in which the loans as a general class are held. 


ON the basis of its funds yet in hand 
and of the revolving fund which is so 
quickly reimbursed for loans made it is 
evident that the P.W.A. is to be a good 
supplier of investments of this class for 
some time to come. The revolving fund 
is now operating at the rate of approxi- 
mately $250,000,000 a year. Under the 
policy pursued by the administration 
the use of $250,000,000 in loans to states 
and municipalities for public works 
involves the expenditure of approxi- 
mately $300,000,000 by the borrowers 
raised either from their cash resources or 
by borrowing from other than Govern- 
ment agencies. Hence there is prospect that, aside from any 
further appropriations from Congress, the activities of the 
P.W.A. will afford annually for an indefinite period an 
investment volume of upward of half a billion dollars, much, 
if not most, of which is bankable. 

In this situation there is much more of interest to bankers 
than opportunities for the profitable investment of their 
increasing idle funds. When the public works enterprise 
was inaugurated it was the plan and expectation that the 
Federal Government, through the P.W.A., would make 
loans and grants to states and municipalities to stimulate 
employment, especially in the heavy and capital goods 
industries, and would carry these loans through to the end, 
making its own collections and, if necessary, managing 
properties and interests involved. Thus the Government 


was not only in the lending business but 
of being involved in other lines. 

The establishment of a revolving fund by the transfer of 
the Government’s liens, first to the R.F.C. and then to 
private investors, was primarily designed to widen the scope 
of P.W.A. activities without involving the Federal Treasury 
more deeply in debt. At the same time it afforded a means of 
getting the Government out of the banking business in go fa; 
as the general investor could be induced to take these liens 
off the hands of the Government as represented either by 
the R.F.C. or the P.W.A. The general investor has taken to 
these investments rather avidly and it has become evident 
that if the present plan can be carried to its logical conclusion 
the Government can be taken out of the lending business 
entirely so far as its public works program is concerned—this 
to the advantage of banks and other investors, the Gover. 
ment and the states and municipalities concerned. 

Further advantage to all concerned can be had if the banks 
and other investors will deal directly with borrowing public 
bodies in the first place and display that confidence in their 
credit, their prospects, and the business recovery of the 
country generally which so many investors have displayed 
only when such confidence is filtered through to them by an 
agency of the Government. A loan which is bankable after 
it has passed through the Government mill is bankable 
before it enters the mill. The Government adds no merit to 
it. Nor should it be difficult for a borrowing state or munic- 
ipality to convince a banker by direct negotiation that the 
loan it proposes is sound when that banker is so easily 
convinced of the soundness of the loan when presented 
through a governmental agency. Some 60 and more years 
ago a hard headed statesman insisted that the way for the 
Government to resume specie payments was to resume, 
which suggests that the way for bankers to get the Govern- 
ment out of the banking business is to get it out by taking 
the business. 


also was in danger 


GEORGE E. ANDERSON 
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Government in Real Estate 


EN the Secretary of the Treas- 
Wo mentioned in a recent discus- 
sion of the September financing 
of the Government that a portion of the 
new money called for would be required 
for the temporary financing of the Home 
Owners’ Loan Corporation, he started a 
ripple of discussion which is likely to 
develop into a wave of considerable 
magnitude. Temporarily the matter was 
passed over under the assurance of the 
Secretary and of the authorities of the 
H.O.L.C. that such proposed financing 
was merely a matter of convenience— 
merely to avoid the necessity on the 
part of the corporation for going into 
the money market for small amounts 
from month to month to finance savings 
and loan associations. 

The H.O.L.C. later issued a formal 
statement, pointing to an excess of 
interest collections over disbursements 
for operating expenses, including bond 
interest of $4,000,000 a month. It was 
indicated that, under congressional man- 
date, investment of from $8,000,000 to 
$10,000,000 per month in Federal sav- 
ings and loan associations is called for 
and this money, together with capital 
expenditures, makes a cash requirement 
sosmall that the Treasury is taking over 
the borrowing for that purpose. Whether 
this statement of the situation is alto- 
gether sound is, after all, a secondary 
matter. 

The corporation has borrowed in the 
open market for its needs at various 
umes and an issue of, say, $50,000,000 
of 1 per cent notes which, apparently, 
would cover its needs for six months or 
80 at a rate lower than that paid by the 
Treasury for the new money it is bor- 
towing is not without precedent. How- 
ever, no one is likely to object to any 
plan which will benefit the corporation. 
It needs all such plans it can secure. 
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By GEORGE E. ANDERSON 


On the face of things the corporation’s 
finances ought to be in a sound condi- 
tion. It has loans outstanding as of July 
31 in the amount of $2,991,294,310 on 
which it collects 5 per cent interest— 
6 per cent on a small slice of credit put 
out in the way of cash loans for repairs, 
conditioning, taxes and the like. Its 
money costs it a little less than 3 per 
cent on an average, its latest long term 
issue being put out at 234 per cent. It 
can borrow for short term, as for ad- 
vances of the sort which the Treasury 
has taken over, for around 1 per cent. 
At all events it thus has an income of 
approximately $150,000,000 a year to 
cover bond interest of about $85,000,000 
and operating expenses of around 
$40,000,000—anapparently comfortable 
margin of perhaps $25,000,000. 

Expenses have been very heavy and 
continue to be heavy although con- 
siderable reduction in outlay has been 
effected in recent months. The corpora- 
tion has a substantial net income from 
its insurance subsidiary, the Federal 
Savings and Loan Insurance Corpora- 
tion, which, in fact, at last accounts had 
brought the corporation into the black 
on operating account after considerable 
deficiencies in the first year or so of its 
operations. Details of the finances of the 
corporation have been withheld from 
the public for the present fiscal year in a 
rather disconcerting manner, even the 
statement of its finances in the Treasury 
reports up to August being marked 
“preliminary statement”. Nevertheless 
the general situation has been under- 
stood in a broad way from Treasury 
figures, various piecemeal information 
and from inferences logically unavoid- 
able from the nature of the task given 
the corporation’s management. 

It has been known that the chief 
difficulty of the whole undertaking, aside 


from tremendous expense in which a 
little politics can be traced, has been 
due to defaults on the part of many of, 
its debtors. Such defaults have been 
anticipated and to a certain extent 
discounted. The whole H.O.L.C. enter- 
prise was a relief undertaking—an effort 
to refinance and thus save the homes of 
a million home owners who were re- 
ported in financial distress at the time 
and largely of a class of people who, 
under conditions which have obtained 
during the business depression, were 
likely to remain in distress for some 
time to come. 

This default difficulty, however, has 
become more serious than was antici- 
pated and herein lies the real trouble in 
the affairs of the corporation which may 
require considerable Treasury financing. 
From the beginning of its operations the 
corporation’s record of defaults has 
ranged from 20 to 30 per cent of the 
amounts due, but for the most part 
these defaults were for short periods and 
represented a lag in payments rather 
than actual default. More recently, 
however, and especially since the end of 
the moratorium on payments of prin- 
cipal in June, the proportion of defaults 
of a vital type has increased, while 
accumulating cases of chronic non- 
payers, chiselers and the like have 
brought on a considerable problem. 
Although the lending program of the 
organization had been going on for 
approximately two years and was 
substantially completed at the begin- 
ning of the current year, the number of 
foreclosures authorized up to that time 
was only about 4,500 out of nearly a 
million cases. It was then seen, however, 
that a more vigorous policy was neces- 
sary. The result is that at the present 
time the number of foreclosures author- 
ized, in process or completed, including 
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ACME 


Chairman Fahey of the H.O.L.C. 


voluntary or involuntary transfers in 
lieu of court proceedings, is upward of 
40,000, and has been increasing. It now 
runs at the rate of approximately 8,000 
new proceedings a month. The exact 
situation is not known. Since the num- 
ber of foreclosures became large early in 
the Summer of 1936, the corporation 
has not been very communicative on 
the subject. 

The fact of the matter is that the 
H.O.L.C. is in a very deep hole with 
respect to the foreclosure situation—a 
situation in which it will be cordially 
damned if it does and equally as cor- 
dially damned if it doesn’t. If it goes 
ahead with what the situation demands 
for the protection of the taxpayers’ in- 
terests, and forecloses upon delinquents 
who cannot or will not pay their instal- 
ments, it is charged with being no more 
merciful than other money lenders. The 
man in the street says: “Here is a Gov- 
ernment which proposed to save the 
homes of the people and now it is show- 
ing itself no better than the banks”. 
That hurts—politically. On the other 
hand, the least sign of lenience toward 
wilful delinquents results in an immedi- 
ate large increase in delinquency which, 
naturally, jeopardizes the financial 
position of the corporation and empha- 
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sizes the trouble it is seeking to avoid. 

From a financial standpoint the 
result of the situation is exactly what 
has been anticipated by those who have 
closely followed the fortunes of the 
corporation to date. On the first of last 
January the corporation had real estate 
for sale valued at $6,846,379. On the 
first of February the amount was 
$8,847,362; March 1, $13,098,640; April 
1, $16,928,777; May 1, $21,166,396; 
June 1, $27,751,077; July 1, $36,251,- 
936; and August 1, $48,851,034, with 
holdings on September 1 estimated at 
upward of $60,000,000. Completion of 
the foreclosure proceedings now in 
course will involve total loans upward 
of $120,000,000. 

The real estate taken will be valued, 
presumably, at an amount considerably 
above the loans involved if and when it 
can be sold. But when can it be sold? 
Placing any considerable number of 
these homes upon the market would de- 
moralize residential rea] estate prices all 
over the country. For its own sake, if 
not for the sake of property owners, the 
corporation must hold the bulk of this 
property. It may secure some rental re- 
turn upon its holdings but such income 
is uncertain. It is an absentee landlord. 
It is a Government institution subject 
to politics. The laws governing fore- 
closures in the 48 states under which it 
must enforce its rights give all sorts of 
privileges to dispossessed debtors. Some 
of the states allow long periods for re- 
demption during which the property 
can neither be sold nor leased to advan- 
tage, where, indeed, the dispossessed 
debtor is not permitted to reside with- 
out paying rent. 

The catalogue of difficulties need not 
be lengthened. The long and short of 
the story is that the corporation already 
has between $60,000,000 and $70,000,- 
000 tied up in real estate and the amount 
is now increasing at the rate of around 
$150,000,000 a year. It may decrease; 
quite as likely it may increase. The cor- 
poration’s capital is already impaired in 
an amount hovering around $33,000,000 
from month to month, as a result of the 
necessity of setting up a reserve against 
defaults on interest payments not in- 
cluded in the amounts involved in fore- 
closure proceedings. The capital of the 
corporation is $200,000,000. Before 
snow flies the whole of this capital may 
be tied up in real estate or reserves 
necessitated by defaults of its debtors. 

So far as its outlays for shares in 
building and loan associations go, both 
those organized under state laws into 
which it has bought an interest as pro- 
vided in the National Housing Act as 
well as in the associations organized 


under Federal charters in accordance 
with the Home Owners’ Loan Act, the 
corporation, under the law, is to rec 
itself by the issue of its own Govern. 
ment-guaranteed bonds. Up to August 
20 its total outlays on this account were 
$76,749,500, of which $13,118,200 had 
gone into state chartered institutions 
and $63,631,800 into the Federal or. 
ganizations. Up to the beginning of the 
current fiscal year the subscriptions to 
shares in the Federal associations were 
carried on the books of the corporation 
as “other allocations”. The total sub. 
scriptions of stock in the two classes of 
institutions increased between June and 
July by about $8,000,000. This amount 
may increase from month to month to 
the volume indicated by the Treasury 
and the corporation authorities but, so 
far, this financing has been of less im- 
portance than that indicated. 


BONDS AND LOANS 


AS stated above, the corporation may 
at any time recoup its outlavs for cap- 
ital stock by issuing its own obligations 
in a corresponding amount, but there is 
a somewhat delicate situation develop- 
ing in the matter of bond issues. On last 
December 31 the corporation had 
bonds outstanding of $2,925,631,300, as 
against loans of $2,897,161,943, ie, 
$28,469,357 more bonds than loans. On 
July 31 the amount of bonds outstand- 
ing was $3,047,695,150 as against loans 
of $2,921,294,310, or $126,400,840 more 
bonds than loans. 

In short, Treasury aid for the 
H.O.L.C. is inevitable, although why it 
should be called for at the present time, 
at rates higher than those which the 
corporation can obtain for itself and at 
a time when an increase in the public 
debt is to be avoided if possible, is not 
as clear as it might be. The most serious 
weakness of the H.O.L.C. financial 
setup is in the small amount of capital 
allocated to it for so large and difficult 
a job. Considering the scope, complica- 
tions, infinite detail and the peculiar 
nature of the task set for it and the in- 
evitable influence of politics in its per- 
sonnel and other patronage, probably 
no lending agency of the Government 
has had better management within the 
limitations fixed by the conditions 
under which it has operated. The prop- 
erty it holds is doubtless worth all it 
represents in the way of loans although, 
of course, good loans cannot cover bad 
ones, but it is already apparent that the 
Government is to be in the real estate 
business for many years to come. It 
must be wary in its dealings if it is not 
to have its fingers badly burned and 
involve serious loss to taxpayers. 
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qs» This size bank reports 
substantial savings 
with RECORDAK 


F yours is a small bank, Recordak can save you up to 45% 
net on per item costs, up to 504% in supplies, up to 90% 
in storage space. It provides complete records, protects 
against alterations and forgeries, furnishes film records of 
customers’ checks—and all in all greatly increases your 
facilities for service to customers. Recordak Corporation 


(subsidiary of Eastman Kodak Company), 350 Madison 
Avenue, New York City. 


Over 70% of Recordak installations 
are in small community banks 
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CALENDAR 


Questions for Study 


ANKERS today are more fully 
aware than ever before of the im- 
portance of acquiring knowledge 

and applying it practically through in- 
telligent and enlightened leadership, 
said Joseph A. Broderick, member of the 
Board of Governors of the Federal Re- 
serve System, in a radio address to 220 
commencement exercises held simul- 
taneously by local chapters of the 
American Institute of Banking on the 
evening of September 9. 

Governor Broderick, whose topic was 
“ Adult Education in Banking”, was in- 
troduced by Dr. Harold Stonier, Na- 
tional Educational Director of the In- 
stitute. Certificates were awarded to 
2,700 graduates at the various chapter 
exercises throughout the country. Radio 
facilities for nation-wide distribution of 
the program were provided through 
courtesy of the National Broadcasting 
Company. 

The many basic changes that have 
taken place in banking law and practice 
necessitate intensive and _ intelligent 
study by all bankers of their new oppor- 
tunities and responsibilities, Governor 
Broderick said. Law can neither insure 
good management nor be a substitute 
for it, and successful operation will al- 
ways depend upon “competent experi- 
enced management, fair dealing, the 
proper sense of trusteeship, credit sense 
and skill.”” The wise bank man, he as- 
serted, “to be prepared adequately, will 
take full advantage of the Institute 
courses.” 

Governor Broderick described the re- 
searches now being conducted by state 
and national banking associations. 

“The belief exists,” he said, “that a 
scientific analysis of banking problems 
by bankers in the individual states, 
acting under committees of their own 
choosing, will prove an effective way of 
improving the character and quality of 
banks’ services to their communities. 

“Conditions differ in each state; 
hence the program to be devised should 
be the best fitted to meet the respective 
needs. It is a fine ‘ Know thyself’ and 
know-thy-business movement. Its suc- 
cess depends upon the sincerity of those 
in charge and their realization of the 
social and public responsibilities of 
bankers. 

“In a study of the banking structure 
it will be well to consider the following 
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points: Are the needs of the community 
such as to require fully equipped bank 
offices and large staffs where the demand 
is principally for deposit and paying 
facilities? Is it necessary for all such 
banking offices to retain loan and in- 
vestment facilities? Should the Iowa 
bank office idea be applied, i.e., estab- 
lishing offices providing banking facili- 
ties for those communities not served by 
local full-fledged banks? The question 
of a reasonable and practicable system 
of branch banking should be studied, 
particularly in those states where such a 
system appears desirable or necessary. 
In this study the committees constantly 
will have to consider, on the one hand, 
the question of public need for banking 
facilities and, on the other, the sound- 
ness and safety of the means to be 
provided. 

“Changes in the importance of vari- 
ous banking functions likewise require 
constant study. The note issue function 
of banks has become practically non- 
existent. The deposit function, with a 
very fine line of demarcation between 
demand and time, or savings, funds, is 
clearly in need of clarification. The dis- 
count function has changed materially 
in importance through the changing 
method of financing business; the proc- 


ess has been a gradual one. The principal 
investing function of banks is gradually 
becoming one of securities rather than 
of loans. 

“This trend and the means of ana. 
lyzing securities before purchase is a 
vital one for our smaller institutions, 
Public finance is another question that 
needs thorough study on the part of all 
bank men. Taxation measures and 
methods not only affect the individual 
banker but the entire monetary and 
economic condition of the country. 

“Marked improvements in the rela- 
tion of banks with governmental agen- 
cies have been shown during the past 
few years as a result of the helpful atti- 
tude of committees of the American 
Bankers Association and the Reserve 
City Bankers Association, which have 
been extremely valuable to govern- 
mental agencies charged with the per- 
formance of certain duties affecting 
bankers. This experience has shown the 
necessity of further efforts in the same 
direction. Because of their knowledge of 
the practical operation and effects of 
supervisory and regulatory methods, 
bankers may be extremely helpful in 
shaping the rules, regulations and even 
the laws under which banks are to 
operate.” 


CONVENTIONS 


State Associations 
Oct. 21-22 Kentucky, Brown Hotel, Louis- 
ville 
22-23 Mid-Winter Conference, New 
Jersey, Berkeley-Carteret Hotel, 
Asbury Park 
Oct. 29-30 Nebraska, Hotel 
Omaha 
Florida, Tampa 


Oct. 


Fontenelle, 


Nov. 6-7 


Group Meetings 
Group 1, South Dakota, Center- 
ville 
Group 2, South Dakota, Canton 
Group 3, South Dakota, Mitchell 
Group 4, South Dakota, Aber- 
deen 
Group 6, South Dakota, Mo- 
bridge 
Group 5, South Dakota, Huron 
Group 7, South Dakota, Rapid 
City 
Groups 1 and 7, Wisconsin, 
Minneapolis, Minn. 
Group 3, Missouri, St. Joseph 
Group 6, Wisconsin, Wausau 
Group 2, Missouri, Chillicothe 
Group 3, Wisconsin, Green Bay 
Group 5, Missouri, Mexico 
Group 2, Wisconsin, Madison 
Group 1, Missouri, Hannibal 


Oct. 
Oct. 
Oct. 
Oct. 


Oct. 


Oct. 


Oct. 16 Groups 5 and 8, Wisconsin, Mil- 
waukee 

Group 6, Missouri, Caruthers- 
ville 

Group 7, Missouri, Springfield 
Group 8, Missouri, Carthage 
Group 4, Missouri, Boonville 


- 2 


2 
. 22 
. 


Other Organizations 


Sept. 28- National Association of Insur- 
Oct. 3 ance Agents, Pittsburgh 
Oct. 7-9 Mortgage Bankers Association, 
Hotel Peabody, Memphis 
Association of National Adver- 
tisers, White Sulphur Springs 
Federation of Mutual Fire In- 
surance Companies, Bellevue- 
Stratford Hotel, Philadelphia 
Annual Convention of the 
United States Building and Loan 
League, New York, N. Y. 
Mid-Year Conference, Robert 
Morris Associates, The Home- 
stead, Hot Springs, Virginia 
Annual Convention of National 
Association of Real Estate 
Boards, New Orleans ; 
Annual Convention, National 
Foreign Trade Council, Chicago 
Investment Bankers Associa- 
tion, Bon Air Hotel, Augusta 
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Oct. 8-11 


Oct. 12-15 


Oct. 14-16 
Oct. 22-24 
Nov. 16-21 


Nov. 18-20 


Dec. 2-6 


Li 

subjec 

a lot 

it’s h 

fire i 

T 

mon 
5 

of a 
6 

7 were 
8 

end 

costs 
Oct. 10 

i2 set u 

Oct. 12 to 

Oct. 13 
Oct. 13 
Oct. 14 
Oct. 14 
Oct. 15 
Oct. 15 
Oct. 16 

= 


THIS 184 YEAR OLD 
MUTUAL PLAN 


Gives Sound Insurance Protection 


This seal identifies a member company of The Federation 
of Mutual Fire Insurance Companies and the American 
Mutual Alliance. It is a symbol of soundness and stability, 


Like many another every-day problem, the Directly out of this beginning grew Mutual 
subject of insurance has become involved in _fire insurance as it is today. 
alot of words — but that doesn’t mean that Simple then .. . and simple now. Its only 
i's hard to understand. Certainly Mutual aim is to provide the best protection at the 
fre insurance is easy to understand. least expense for the policyholders. This 
The original idea was to establish acom- sound objective is achieved through the 
mon fund by contribution. Then, if a house _ greatest care in selecting risks, by active and 
of a contributor burned down, his losses intelligent fire prevention work and by con- 
were paid from this fund. And when the _ servative and economical management. 
end of the year came around ... after the Write for our free booklet entitled ««Mutual 
costs were paid and the necessary reserves Fire Insurance.” Address the Federation of 
st up... the rest of the fund was returned Mutual Fire Insurance Companies, 919 North 
to those who had contributed to it. Michigan Avenue, Chicago, Illinois. 


MUTUAL FIRE INSURANCE 


An American Institution 
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[turns of the census of banking 
and other financial activities, 
now being carried on by a special sec- 
tion of the Department of Commerce, 
indicate that in a rather general way 
banks on an average maintain about 
the same number of employees per 
bank of comparable size and business, 
and the salaries they pay are much the 
same when due allowance is made for 
variations in the cost of living. 

From data returned up to the middle 
of September comparisons can be made 
only between states and large divisions 
in which country banks predominate, 
reports on districts which include New 
York, Philadelphia, Boston and the 
large cities of New England still being 
in preparation. 

It is apparent from the returns so far 
available that customs vary in the sev- 
eral parts of the country with respect to 
the classification of employees as execu- 
tives or other employees, but a compar- 
ison of the ratio of employees to execu- 
tives discloses that, as a rule, banks in 
which the ratio of general employees to 
executives is high pay a little higher 
salaries than those paid by banks where 
the employee ratio is low. This is partly 
due to the fact that the ratio of em- 
ployees to executives runs higher in the 
larger banks in the large cities and the 
employees of city banks usually aver- 
age higher in pay than those in rural 
districts, as might be expected in view 
of the higher cost of living in the more 
populous centers. 

It seems apparent, however, that in 
some states the custom is to give senior 
employees the duties and the pay of 
junior executives without the name. It 
is also to be noted that in parts of the 
country where branch banking is preva- 
lent, as on the Pacific Coast, the average 
pay of the employees of branch banks 
runs a little higher than that of the em- 
ployees of the parent institutions— 
probably reflecting the employment of 
a higher ratio of more experienced help 
in the branch establishments. The ratios 
indicate that branch establishments are 
usually operated with fewer executives 
and a higher percentage of senior 
clerks or other employees. 

Of the large territorial divisions so 
far the subject of reports, the highest 
average salaries are paid on the Pacific 
Coast, the single exception being execu- 
tives in branch banks in the East 
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Bank Salaries and Personnel 


North Central states. The lowest is in 
the East South Central states. The 
Pacific Coast also reports the lowest 
ratio of executives to al! employees 
except in branches, where the East 
North Central states again establish 
the record. Perhaps for this reason the 
same groups pay the highest average 
salaries for executives. Comparisons 
appear in the tables on this page. 

The two tables represent averages 
for the Federal Reserve banks, national 
and state commercial banks, savings 
banks, trust companies, private banks, 
industrial and Morris Plan banks and 
joint stock land banks. Similar data are 
being prepared covering building and 
loan associations and investment bank- 
ing houses. Employment figures include 
both full-time and part-time employees 
who were on the payrolls at the end of 
1935 as well as employees in banks 
liquidated during the course of the 
year. The payroll figures represent the 


total paid to all employees during 1935 
Thus the actual salaries paid ful] 
time employees will average a little 
higher than the figures indicate, since 
the inclusion of part-time employees, 
Christmas and other seasonal help 
raises the number of employees unduly 
as compared with the actual salaries 
paid out. A similar adjustment must be 
made in salary averages for executives 
since in many parts of the country the 
officers of small banks manage the af. 
fairs of the latter in connection with 
other business activities. In many 
cases this explanation is necessary, 
since otherwise it appears that the sal- 
aries paid by banking institutions are 
unduly and unfairly low as compared 
with those paid for similar services in 
other lines of business. The salaries re- 
ported also reflect reductions, where 
the recovery of the business of the banks 
has not been sufficient to justify a 
restoration to the normal level. 


Average Salaries 


All Banks Unit Banks Branch Banks 
Average 
including Other Other 
District executives Executives employees Executives employees 

Mountain States........ $1,678 $2,601 $1,254 $3,036 $1,135 
East South Central States 1,470 2,005 1,022 3,282 1,210 
1,924 2,935 1,353 4,231 1,513 
South Atlantic States.... 1,627 2,474 1,177 3,764 1,220 
West South Central States 1,563 2,309 1,124 3,906 1,268 
West North Central States 1,495 2,065 1,104 3,396 1,204 
East North Central States 1,665 2,615 1,264 5,601 1,355 


Ratio of Executives to Other Employees 


All Banks Unit Banks Branch Banks 

Execu- Otherem- Execu- Otherem- Execu- Other em- 

tives ployees tives  ployees tives _ployees 
Mountain States........ 31.4 68.6 33.1 66.9 23 a 
East South Central States 36 64 41.3 58.7 19.2 80.8 
20 80 25.8 74.2 82.7 

South Atlantic States... . 28 72 32.7 67.3 18 82 

West South Central States 34 66 35.9 64.1 16.6 83.4 
West North Central States 38 62 39.2 60.8 20.5 79.5 
East North Central States 23 77 26.8 73.2 10.5 89.5 


Mountain states include Arizona, Colorado, Idaho, Montana, Nevada, New Mexico, 


Utah and Wyoming. 


East South Central states include Alabama, Kentucky, Mississippi and Tennessee 


Pacific Coast states include California, 


South Atlantic states include District of Columbia, Florida, Delaware, Georgia, 


Oregon and Washington. 


Maryland, North Carolina, South Carolina, Virginia and West Virginia. 
West South Central states include Arkansas, Louisiana, Oklahoma and Texas. 


West North Central states include Iowa, Kansas, Minnesota, Missouri, Nebraska, 


North Dakota and South Dakota. 


East North Central states include Illinois, Indiana, Michigan, Ohio and Wisconsin. 
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The Value of Trends 
in Credit Analysis 


analyzing of figures for credit 
purposes is not only the ascertain- 
ing of present net worth or the 
ratio of assets over liabilities but, more 
importantly, the effort to forecast, as 
far as possible, the future of the busi- 
ness being analyzed. 

A business which, from an analysis 
of the balance sheet figures alone, may 
appear to be in strong financial shape 
may be in the bankruptcy court to- 
morrow. As a matter of fact, this has 
actually occurred too often to require 
any specific illustration. Much the 
greater percentage of losses written off 
from loans have been from the large 
lines supported by financial statements 
or collateral. 

No banker makes bad loans—bad 
loans are good loans gone bad. The ob- 
ject of credit analysis is to prevent those 
good loans from turning into bad ones. 
Therefore, it is of just as much, if not 
more, service to the borrower than to 
the bank itseli—because, while the bank 
may lose a fraction of its assets when 
a loan goes sour, very frequently the 
borrower loses all of his. The only way 
to keep the loans in the note case good 
is to watch them and to see that the 
borrower’s business is progressing sat- 
isfactorily so that ability to pay is ever- 
present. 

As illustrative of the way a balance 
sheet alone can be deceptive, the fol- 
lowing balance sheet of a small man- 
ufacturer as of December 31, 1935, is 


Receivables. . . . 
Inventories... . 

Fixed Assets . 

Net Worth... . 


By all generally accepted standards 
of balance sheet analysis the concern 
was entitled to a renewal of its note and 
the bank had no cause for worry. The 
sum of the cash, receivables and inven- 
tories was over 2 to 1. The fixed assets 
represented less than one-quarter of the 
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net worth. While cash was low, it was 
not low enough to be particularly alarm- 
ing. Yet in less than three months after 
the date of the balance sheet the concern 
was in the bankruptcy courts and the 
bank was faced with a considerable loss. 

Had the bank watched the trends of 
the business it would have been fore- 
warned on December 31, 1934, and 
therefore might have been able to save 
not only its own loss but also the loss of 
the business itself. Such forewarnings, 
however, cannot be positively ascer- 
tained from analysis of either the bal- 
ance sheet or operating statements 
alone, but must be a combination of 
both. Furthermore, these must be com- 
pared with previous statements in order 
to discover the trends. 

The operating statement reflects 
what is going on day by day much more 
accurately than does the balance sheet 
and therefore is the more valuable of 
the two. In spite of this, the balance 
sheet is frequently the only statement 
found in bank credit files. 

On the analysis of trends shown 
herein, the trouble ahead was clearly 
revealed in the statements for the year 
1934. These very definitely pointed to 
the fact that the management had 
fallen into the old trap of worshipping 
at the shrine of volume. 

They had made a very satisfactory 


Example of Trend Shown 


Inventories 
Fixed Assets 


By E. S. WOOLLEY | 


net profit in 1933 and had quite evi- | 
dently reasoned that by increasing vol- | 
ume they would increase those profits. 
They therefore increased the selling . 
expenses to such an extent that the op- | 
erating costs were over half as much | 
again as in 1933. The result was alto- 
gether unsatisfactory, as the additional | 
expense only accounted for a 7 per cent | 
increase in volume, which was more | 
than offset in increased cost of produc- ' 
tion. The same spirit of optimism is re- | 
flected on the balance sheet, as the | 
inventories had likewise materially in- 
creased, due, no doubt, to the reasoning 
that it would be necessary to have the 
goods on hand to supply the demand | 
which the increased selling endeavor ' 
would create. 

If the bank’s credit department had 
analyzed the figures in this way it | 
would have insisted upon an immediate | 
reduction of both the operating expenses | 
and the costs of production. It would | 
have pointed out that, while sales had || 
increased only by 7 per cent over 1933, | 
the inventories had increased by over 
21 per cent and the receivables by over 
11 per cent. The bank would have em- 
phasized the relation between these 
three items and would have shown the 
management that increasing the sum ; 
of the receivables and inventories by 
over four (CONTINUED ON PAGE 84)- 


by Balance Sheet Analysis 


AMOUNT PERCENTAGES TO 1933 
1933 1934 1935 
37.67% 18.26% 
111.40 113.58 
121.14 120.26 
105.88 98 .82 
186.28 271.59 


508,783 95.13 78 .87 


Example of Trend Shown by Operating Statement 


Cost of Production. . . 

Gross Profit... . 

Operating Expenses . 

Net Profit (* Loss). . 


$786,356 
613,357 
172,999 
117,953 
55,046 


107 .00% 
111.11 
92.41 
150.35 
130.57 * 


108 .87% 
124.37 
53.34 
167.13 
272.30* 


shown: 

404,610 
313,510 
401.300 Payables... .. 
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The difficult problems facing ini 


INDUSTRY'S PROBLEM all angles by the 56 George S. Miy! 
S from August 12 to 15 inclusive. 
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al firms today were discussed from manufacturers increase profits by improving management methods, reduc- 


y Men assembled in New York City ing costs and making their merchandising and marketing more effective. 


1,516 manufacturing companies in North America have benefited from 
sof the United States and Canada the business analysis service of the George S. May Company. Why not 
nore than one hundred prominent bring the knowledge gained from this rich background of practical 


ay Management Controls. They are experience to bear on your own production, management or merchandis- 


weling engineers who supervise the ing problems? A confidential discussion of your needs will not obligate 


ent engineers. Their job is to help you. Write our nearest office for complete information. 


ORGE S. MAY COMPANY 


New York City: 122 East 42nd Street SeattLE: 747 Dexter Horton Building ATLANTA: 134 Peachtree Street 
Canapa: George S. May, Ltd., 18 Toronto Street, Toronto 
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School Savings, 1935-1936 


By W. ESPEY ALBIG 


Deputy Manager, American Bankers 
Association 


positors during the year which 

closed June 30, 1936, fell short 
only $33,000 of showing an increase of 
$1,000,000 over the preceding year, the 
amount of gain being $967,117.46 or 
3.5 per cent. This is a notable gain in 
net savings, since the number of schools 
offering opportunity for school savings 
increased by only 130, or 1.4 per cent, 
the number participating decreased by 
about 50,000, or 1.7 per cent, and the 
deposits increased by $483,107.27, or 
3.8 per cent. 

This gain in net savings of almost 
$1,000,000 in the face of such a slight 
gain in gross deposits indicates the im- 
provement of conditions which since the 
year 1929-1930 have caused a rapid de- 
pletion of funds deposited in school sav- 
ings. 

School savings deposits are now 
within striking distance of what they 
were 12 years ago in 1923-1924, when 
almost $15,000,000 was deposited, with 
a resultant net savings of $8,550,000. 
Conditions then were far different from 
what they are now. Industry was at full 
tide. Unemployment on the part of peo- 
ple who desired work was the exception. 
The comparatively low gross deposits 
were occasioned by the newness of 
school savings projects. The prosperous 
condition of people at that time is re- 
flected in the net savings of $8,550,000 
as against the net sayigs now of $3,- 
750,000. 

As of June 30, 1936, 36 of the 40 states 
which offered opportunity for school 
savings registered net savings at the 
end of the year. Virginia and Michigan, 
which a year ago indicated withdrawals 
greater than deposits, have reached a 
point where again net savings are shown. 

New York state, which has the great- 
est number of depositors in school sav- 
ings, again has gone beyond the $1,000,- 
000 mark in net savings. Pennsylvania 
made a notable gain in deposits during 
the year, as did also California, Con- 
necticut, Illinois, Minnesota, Missouri, 
Ohio, South Carolina, Tennessee, Texas, 
Washington and West Virginia. 

In 1929-1930 the number participat- 
ing in school savings reached the highest 
point, more than 4,500,000, although it 
was not until the next year that the 


Ne savings of school savings de- 
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number of schools affording opportu- 
nity for school savings reached its peak. 
In that year deposits reached the all- 
time high total of over $29,000,000. 
The wide-spread unemployment how- 
ever served to reduce the net savings of 
$10,539,000 in the previous year and the 
high point of all time thus far. 

During the brisk Twenties every per- 


son became interest-minded. Christmas 
savings clubs all paid interest. Banks 
which attempted to operate Christmas 
savings clubs on a non-interest basis 
found the members few or lacking en- 
tirely. During the last three years a 


number of successful Christmas sa 


clubs have been operated without pay- 
ing any interest whatever. 


SUMMARY AND COMPARISON 
1934-1935 and 1935-1936 


a Deposits Net Savings 
STATES 
1934-35] 1935-36} 1934-35 | 1935-36 1934-35 1935-36 1934-35 1935-36 

United States 2,836,595] 2,786,253] $12,598,076.42| $13,081,183.69| $2,762,968.41 | $3,730,085.87 
Alabama. $ 188,384.56 |$ 199,450.99 |$ 60,593.82 |$ 51,902.44 
Arizona....... 168.71 283.97 96.06 185.33 
Calitornia. 1,109,580.70 1,184,347.72 292,949.97 749 656. 15 
Connecticut 672,452.67 772,874.49 206,959.60 297,789.99 
Delaware..... 88,406.94 99,073.35 8,596.89 10,564.89 
District of 

20,422.08 21,333.62 2,578.94 2,972.31t 
Georgia....... 117,643.21 111,118.12 21,340.86 8,101.46 
ae 77,240.18 19,380.49 77,240.18 20,117.50 
6,877.77 6,017.28 1,472.09 1,211.40 
Illinois 166,123.44 174,663.66 21,407.33 38,803.80 
Indiana 43,769.72 51,376.04 9,500.09 12,697.23 
99,999.32 111,221.83 24,224.58 22,509.69 
Kansas 28,690.55 26,161.06 3,471.34 1,606.16 
ee 130,307.65 155,491.37 32,183.93 31,455.56 
Maryland... .. 112,475.33 114,727.37 96,343.84 111,411.78 
Massachusetts 624,004.88 471,649.91 235,683.31 179,484.36 
Michigan. .... 35,634.42 17,390.27 5,253.07t 1,804.00 
Minnesota 354,566.76 433,460.45 63,570.43 101,937.18 
Mississippi. . 4,701.53 5,691.31 888.07 2,962.73 
Missouri. ..... 165,612.62 179,043.70 25,037.46 42,575.27 
Nevada....... 2,157.75 1,712.76 401.20 411.35 
New Hampshire 25,818.79 26,248.02 4,974.20 2,874.59 
New Jersey 874,864.87 813,337.91 129,975.35 202,392.69 
New Mexico. 13,173.51 13,423.95 3,532.25 1,418.57 
New York.. 3,580,921.26 | 3,670,761.14 974,111.83 | 1,037,870.74 
North Dakota 3,555.39 4,050.20 1,109.86 1,057.07 
eee 450,154.62 515,252.14 88,096.75 119,369.37 
Pennsylvania. . 415,292 2,040,703.57 | 2,237,756.32 212,264.94 451,762.81 
Rhode Island. . 127,706 656,444.62 670,419.30 13,864.20 19,757.90 
South Carolina. 226 483.00 9,479.52 297.05 6,901.33t 
South Dakota. 10,246 34,140.40 31,935.39 4,650.45 4,983.28 
Tennessee... ... 6,277 86,989.88 85,032.00 7,143.48 12,618.04 
ae 58,108 249,050.97 279,115.64 83,076.71 81,809.46 
Vermont...... 1,167.62 4,948.85 40.75 3,927.07 
Virginia....... 27,039.91 56,192.08 10,707.34t 11,021.76 
Washington... 306,718.15 324,519.20 50,048.61 79,725.78 
West Virginia. . 68,537.18 104,474.57 11,465.95 43,747.18 
Wisconsin... . . 126,259.25 75,791.26 10,420.50 4,148.13 


TOTALS—UNITED STATES 


1935-1936...... 

8,940 

14,254% 

1925-1926.......... 11,371 


Number of Schools} Number Participating 


(@)—No report this year. t—Loss, 


Deposits 


$13,081,183.69 


2,800,301.18 


Net Savings 


$3,730,085.87 


2 
2,836,595 | 12,598,076.42 2,762,968.41 
2,816,525 11,641,776.68 1,622,127.15 
3,080,685 10,332,569.55 2,315,252.21t 
3,106,510 17,680,364.92 2,926,902.12t 
4,482,634 25,977,216.41 2,167,499.58 
4,597,731 29,113,063.48 7,690,529.68 
4,222,935 28,672,496.00 | 10,539,928.46 
3,980,237 26,005,138.04 9,476,391.32 
3,742,551 23,703,436.80 9,464,178.93 
3,403,746 20,469,960.88 8,770,731.05 
2,869,497 16,961,560.72 7,779,992.55 
2,236,326 14,991,535.40 8,556,991.27 
1,907,851 10,631,838.69 
1,295,607 §,775,122.32 

4,158,050.15 
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F.A.A. Officers 


HOMAS J. KIPHART, publicity | 

manager, The Fifth Third Union 
Trust Company, Cincinnati, was elected 
president of the Financial Advertisers 
Association at its 21st annual convention 
held in Nashville, Tennessee, September 
{4-17. He succeeds Robert W. Sparks, 
vice-president of the Bowery Savings 
Bank, New York. 

The new first vice-president is Wil- 
iam N. Neal, vice-president of the 
Wachovia Bank and Trust Company, 
Winston-Salem, North Carolina. George 
0. Everett, assistant vice-president of 
the First Citizens Bank and Trust 
Company, Utica, New York, was elected 


to the second vice-presidency, and | 


Stephen H. Fifield, assistant vice-presi- 
dent, Barnett National Bank, Jackson- 
ville, Florida, is third vice-president. 
The convention program provided 
unusually complete coverage of the field 
in which the association members spe- 
cialize. Speakers primarily emphasized 


the human side of banking and its serv- | 


ices, as distinguished from the technical 
operation. 


NEW DIRECTORS 
DIRECTORS of the association are: 
Mark Hanna, Bankette Company, Bos- 
ton; E. R. Brown, cashier, The Hunt- 
ington National Bank, Columbus, Ohio; 


Stanley E. Clark, Estabrook & Com- | 


pany, Boston; Albert E. Felsted, First 
National Bank, St. Paul; John A. Price, 
advertising manager, Peoples-Pitts- 
burgh Trust Company, Pittsburgh; 
Chester L. Price, assistant manager, 


business extension department, City | 


National Bank and Trust Company, 
Chicago; J. Lewell Lafferty, assistant 
cashier, Fort Worth National Bank; J. 
Blade Lowe, vice-president, Equitable 
Trust Company, Baltimore; John J. 
McMann, Jr., advertising manager, 
= Savings Bank, Albany, New 
fork. 

Also, Louise B. Moyer, Plainfield 
Trust Company, Plainfield, New Jer- 
sey; Henry C. Ochs, vice-president, 
Winters National Bank and Trust Com- 
pany, Dayton, Ohio; Charles Patch, 


Jt., trust department, Cleveland Trust | 


Company; William G. Rabe, vice-presi- 
dent, Manufacturers Trust Company, 
New York; Robert W. Sparks, vice- 
president, Bowery Savings Bank, New 
York; G. L. Spry, advertising manager, 
Canada Trust Company, London, On- 
tanlo; and L. E, Townsend, advertising 


manager, Bank of America, San Fran- 
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DO YOUR EXPIRED 


FIRE INSURANCE POLICIES 


Go into the waste basket 
...or become sight drafts? 


Owners of property insured by IRM have received, 
at the expiration of their policies, 25°/, of their premiums 
in the form of a dividend, since the formation of this 
group of Mutual Fire Insurance Companies. 


But that isn’t all. The periodic inspections of IRM fire 
prevention engineers pay dividends in peace of mind 
that are immeasurable in dollars or percentages. This 
elimination of fire hazards not only reduces both the 
original and subsequent costs of insurance but also cuts 
the chance of loss of life or property. 


It lessens the likelihood that the insured will ever face 
the loss of customers while his property is being rebuilt. 
Aggressive competitors seize times of disasters to ac- 
tively serve your customers. No insurance can cover 
loss of patrons—though insurance can cover the loss of 
anticipated profits during the reconstruction period. 


IRM will work with you to prevent fires. It offers sound 
indemnity and pays losses promptly. It has a record of 
savings of 25%, to policyholders! 


IMPROVED Risk MuTuALS 


75 FULTON STREET, NEW YORK 


A nation-wide organization of old established, 

legal reserve companies writing the following 

types of insurance: Fire « Sprinkler Leakage « 

Use and Occupancy « Tornado and Windstorm 

Earthquake Rents « Commissions and 

Profits » Riot and Civil Commotion «+ Inland 
Marine 


$1 
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Symptoms of Recovery 


— of savings, building and 
loan associations received $645,- 
000,000 in disbursements during the 
first half of 1936, exclusive of the half 
billion dollars lent to home owners in 
that period, says a report by the United 
States Building and Loan League. 

The sum covers money paid out to 
savers who reached their dollar objec- 
tives in amounts ranging from $100 
upward, and the repurchase of install- 
ment shares and lump-sum holdings 


from investors who needed these funds 
for their livelihood or business capital 
and in many cases for down payments 
on homes. 

Cash loans made on the security 
of shares held in the institutions, and 
dividends earned for the first six months 
by the shareholders, are other items 
in the total disbursements. 

Morton Bodfish, executive vice-presi- 
dent of the League, notes that the pro- 
portion of the total disbursement which 


Old Republic 


The natural ally of Commercial Banks 


with Personal Loan Departments 


ACCORDING to recent estimates, over 1,500 commercial 


banks have discovered that personal loans are good business. 


They are even better business when they are nsured. 


Old Republic is the pioneer in assisting commercial banks 


to cut the risks in their personal loan department. Its 
simple, practical plan of credit life insurance, now in suc- 
cessful operation in over 300 banks, gives the bank, the 
borrower’s family, and the endorser 100% coverage on 
the unpaid balance of an insured personal loan in event of 
the death of the borrower. 

Delay, inconvenience, embarrassment, litigation —these 
cannot happen when Old Republic has insured the loan. 
Its check to the bank settles everything. Yet it costs the 
bank nothing to install and operate Old Republic’s plan. 


Old Republic is a legal reserve, old line company specializ- 
ing in this type of life insurance. Its advice in personal loan 
matters is at the service of banks without cost or obligation. 


Write for complete details of Old Republic’s plan, 


which cuts risk, increases earnings, builds good will. 


Old Republic 


Credit Lite Insurance Company 


Pioneer in Adapting Credit Life Insurance 
to Commercial Banking 


221 North La Salle Street - (Chicago 


was necessary because of completed 
savings programs, as contrasted with 
that which went to savers whose emer. 
gencies caused them to abandon their 
original goal, was much greater than for 
like periods of 1932, 1933, 1934 and 
1935, indicating the virtual cessation of 
the interval during which so many 
people had to draw on their savings 
prematurely. 

Increased earnings in many associa- 
tions for the first half of 1936 made it 
possible for the largest group of savers 
since 1930 to reach the definite objec- 
tives they established several years ago 
when they subscribed to association 
shares, Mr. Bodfish points out. 

“The actual amount of installment 
and optional payment shares which ar- 
rived at maturity during the period was 
much greater than the amount paid 
out,” he says, “because an increasing 
number of investors prefer, with the 
return of better times and a diminishing 
need for cash, to leave their money in- 
vested in the association, and to draw 
dividends for them once they have ac- 
cumulated the amount striven for. 

“There was a net gain of some 800,- 
000 investors 11 years ago, and at least 
half of these subscribed for installment 
shares which they planned to pay in on 
during a period ending sometime in 
1936. While thousands of these shares 
had to be included in the cash turnover 
of the associations to their savers in 
harder times, there still remained sev- 
eral hundred thousand who during the 
first half of this year completed their 
original savings program. 

“Many of those who received the full 
sum in cash, as well as thousands who 
let their funds so accumulated remain 
in the association, immediately started 
on a second consistent savings program, 
establishing another objective to be 
achieved in a period of years. The num- 
ber who did so this year was conspicu- 
ously greater than for some years past.’ 

A breakdown of the amount dis- 
bursed, not including the loans on 
homes, is as follows: dividends, which 
were distributed to some 8,000,000 in- 
vestors, $120,000,000; completed sav- 
ings programs and the normal turnover 
in cash on incompleted programs, $300,- 
000,000; maturities for borrowing mem- 
bers whose shares are used to cancel the 
mortgages on their homes under the 
plan used in many associations, $175, 
000,000; and cash loans on the security 
of shares held by savings members, 
$50,000,000. 
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is a capitalist?” 
Ina brochure bearing this title, 
y, W. Ayer & Son, Inc., answers the 
question by explaining that through 
life insurance companies and savings 
institutions the average man has be- 
come a capitalist. Every person who 
owns a policy or a savings account has 
a direct and immediate stake in Amer- 
can industry and the American business 
system, and is, by the same token, a 
capitalist. 
The advertising agency points out 


100,000,000 Capitalists 


will, in their turn, be placed at the dis- 
posal of all. That is the American 
way. 

‘*But all these things are possible be- 
cause the average American is, at heart, 
a capitalist . . . because he has the in- 
stinct strong in him to save, to conserve 
and expand his purchasing power, to 
build his life upon the rock of financial 
independence and stability. 

“Through life insurance and savings 
accounts the American people have 


that American owners of life insurance > 


contracts worth more than $100,000,- | 
(00,000 number approximately 63,000,- | 
000, and that the deposits in American 
banks, which can be classified as savings 
accounts, total more than $22,000,000,- 
000, owned by 41,315,000 people. 

These deposits, as well as the monies 
collected by life insurance companies, 
are put to work to earn interest through 
the medium of investments in American 
business enterprises. 

“Here, side by side,” says the bro- 
chure, “are two great businesses whose 
valuable contributions to the serenity 
and stability of American living it 
would be difficult to overestimate. To 


the individual they mean security, com- 
petence, protection. And in the in- 
dividual they encourage patience, thrift, 
self-denial, public spirit. 


A FURTHER BENEFIT 


“BUT the story of the contribution to 
our civilization made by these two 
great businesses does not end with their 
helpfulness to millions of individual 
citizens. The savings of these millions, 
through the medium insurance com- 
pany or the savings bank, have been 
put to work actively for the good of all 
the people. 

“They have been invested helpfully in 
the building of the entire nation. They 
have worked for improvements that 
made life pleasanter and more profitable 
for every one. 

“Other great corporations have added 
immeasurably to the richness of Amer- 
ican living. They have supplied desir- 
able, material things. Year by year 
prices have been reduced, until the 
luxuries of yesterday are enjoyed by 
the average individual today. The au- 
tomobile, the radio, the electric refriger- 
ator are but a few examples. The 
ingenuity and the resourcefulness of an 
unhampered industry seem to know no 
bounds. New inventions, new labor- 
saving devices, unheard-of products 
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made themselves the richest nation in 
the world in funds conserved for their 
present and future protection. 


THE ANSWER 


“LIFE insurance companies and sav- 
ings banks have been called ‘Great Cor- 
porations of Little People.’ Through 
them the average man has become a 
capitalist . . . to his own strength and 
contentment ... and vastly to the 
strength of the nation!” 


GOVERNMENT 
SECURITIES 


Since its organization in 1863, 
The First National Bank of 


Chicago has 


continuously 


held United States bonds for 


its own investment. 


The bank maintains an active 
market in all issues of United 
States government securities. 


Inquiries by telephone, wire 
or mail are invited and a daily 
quotation sheet will be mailed 


on request. 


The First National 
Bank of Chicago 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


| 
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ONTINUING its report on banking 

institutions, the Bureau of the Cen- 

sus makes public payroll and employ- 

ment statistics for banks in the seven 
West North-Central states. 

In this section during 1935, 3,814 
banks employed 26,395 persons with 
an aggregate payroll for the year of 
more than $39,400,000. The institutions 
include 803 in Iowa, 728 in Kansas, 704 
in Minnesota, 706 in Missouri, 451 in 
Nebraska, 208 in North Dakota and 
214 in South Dakota. Five state banks 
(two in Nebraska, one in Kansas and 
two in Missouri) as well as two private 
banks in Iowa, from which reports were 
not obtained, are not included in the 
figures. 

Of the 3,814 banks, 3,557 are unit 
institutions and 257 are branch banks, 
indicating a ratio of approximately one 
branch to 14 of the unit type. Branch 
banks constitute 6.7 per cent of the 
total of all institutions. The distribution 
of the 257, which comprise 104 branch 
banking organizations, is shown in the 
following table: 


Banks in the West and East North-Central States 


NUMBER OF 


BRANCH BRANCHES (IN- 
STATE SYSTEMS CLUDING MAIN OFFICES) 

eee 93 216 
Kansas... 1 5 
Minnesota... 4 14 
Missouri.... none none 
Nebraska.... none none 
North Dakota 1 
South Dakota 5 20 

104 257 


Of the 26,395 persons employed by 
the banks in these seven states, 9,952 
were executives and salaried officers, 
while 16,443 were classified as other 
employees, making a ratio of approxi- 
mately one executive for every two 
other staff members, or 38 per cent 
executives. In the branch banks, 20.5 
per cent of all employees were execu- 
tives, whereas in unit banks this group 
constituted 39.2 per cent of the total. 

Assuming that the number of em- 
ployees reported as of the year-end was 
representative of employment during 
the year, the average annual salary in 
all banks, including officers, was $1,495 
for the states covered in the report. In 


Added Profits for Banks 


and Added Working Capital for Industry 
through LAWRENCE SYSTEM field warehousing 


No other instrument ot credit 
offers such potentialities in loan vol- 
ume, combined with safety and profit, 
as does the creation of commodity 
paperagainst inventory, through field 
warehousing. Under LAWRENCE Sys- 
TEM, banks are enabled to make 
guarded collateral loans many times 
greater thana borrower’sopen 
credit will permit. Loan 


profits may frequently be increased 
200% to 400%. For this service, the 
borrower pays little, the bank pays 
nothing. 

Consult your nearest LAWRENCE 
office on specific problems of field 
warehousing. For free copies of the 
booklet, “Warehouse Receipts as 
Collateral,” address Dept. 

B-2 of any office listed. 


JAWRENCE WAREHOUSE (OMPANY 


FIELD WAREHOUSING « CREATING COMMODITY PAPER AGAINST INVENTORY 
A.T. Gipson, President 
Member: AMERICAN WAREHOUSEMEN’S ASSOCIATION — Since 1916 
NEW YORK: 52 Wall St.e CHICAGO: One North LaSalle St. e BUFFALO: Liberty Bank Building 
SAN FRANCISCO, CALIF: 37 Drumm Street LOS ANGELES, CALIF: W. P. Story Building 
FRESNO, CALIF: 2030 Anna Street * DALLAS: Santa Fe Building « SPOKANE: 155 South Stevens 
HOUSTON: 601 Shell Bidg. * PORTLAND, ORE: U. S. Natl. Bank Bldg.e BOSTON: 49 Federal St. 
SEATTLE: 1014 Fourth Avenue South * HONOLULU, T. H: Dillingham Transportation Building 


unit banks, on the same basis, the aver- 
age compensation was $1,481—$2 065 
for executives and $1,104 for other em. 
ployees. In branch institutions the ay. 
erage was $1,653, the mean for execy- 
tives being $3,396 and for others, $1,204, 

The business census report on bank. 
ing institutions in the East North. 
Central states, compiled by the Bureay 
of the Census, discloses that 3,669 banks 
in that area employed 46,083 persons 
during 1935 and that the aggregate pay- 
roll exceeded $76,700,000. 

The banks include 892 in Illinois, 540 
in Indiana, 665 in Michigan, 844 in 
Ohio and 728 in Wisconsin. No reports 
were obtained from two private banking 
institutions in Michigan. 

Of the 2,779 banks in states which 
permit branch systems, 2,246 are unit 
banks and 533 branch banks, a ratio of 
about one branch to four units. Branch 
banks constitute 19.2 per cent of the 
total of all institutions in such states, 
and are distributed among 146 organi- 
zations, as indicated in the table below: 


NUMBER OF 
BRANCHES 
BRANCH (INCLUDING 
STATE SYSTEMS MAIN OFFICES) 
Illinois... ... None None 
Indiana....... : 6 12 
Michigan 36 185 
ae 35 159 
Wisconsin. . 69 177 
146 533 


Of the 46,083 staff members, 10,624 
are executives and salaried officers, and 
35,459 are other employees—approxi- 
mately one executive for every three 
other employees, or 23 per cent execu- 
tives. 

In the unit institutions executives 
comprise 26.8 per cent of the personnel; 
in branch banks the percentage is 10.5. 

Taking the number of employees re- 
ported at the end of the year as repre- 
sentative of employment throughout 
1935, the average annual salary in all 
banks was $1,665 for these five states. 
In unit institutions the average was 
$1,626, executives receiving a mean of 
$2,615 and other employees $1,264. The 
branch bank general average was $1, 
799-$5,601 for executives and $1,355 
for others. 

The employment figures used in the 
census reports include both full-time 
and part-time persons who were on the 
payrolls at the end of 1935, as well as 
employees in institutions liquidated 


CERTIFIED ON CHECKS...LAWRENCE ON WAREHOUSE RECEIPTS | during the year. 
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Non-Farm 
Real Estate 


Foreclosures 


HE Federal Home Loan Bank | 

Board’s division of research and_| 
statistics has prepared data on non- 
farm real estate foreclosures during the 
month of July, showing a decrease of 
{48 per cent from the figure for July 
1935. For the first seven months of 1936 | 
foreclosures in this category were 22.7 | 
per cent lower than. in the same period | 
of last year. 

The decline was the largest in Dis- 
trict No. 6, which comprises Indiana 
and Michigan. There it amounted to 
39.1 per cent for the seven months end- | 
ing July 31, as compared with the cor- | 
responding interval of 1935. The de-| 
crease was about the same in the dis- | 
trict covering Arizona, California and | 
Nevada. 

Some of the states in which the vol- | 
ume of foreclosures for the seven-month | 
period was greater than a year ago are 
as follows: 


New Hampshire ..41 per cent 
North Carolina 
. 6 
North Dakota .56 
South Dakota . .36 
Mississippi 49 
New Mexico 
Wyoming 
Utah. . . 34 


IMPROVEMENT IN CITIES 


DATA IN the appended table show | 
that the decline during the seven months | 
has been greatest in the largest cities. It | 
is estimated that about 20 per cent of 
non-farm foreclosures are on commercial 
properties. 


NON-FARM REAL ESTATE 
FORECLOSURE SUMMARY 
July, 1936 

Esti- %Change | 

% mated Jan.— 
Change Number July ’36 | 
July Jan- from 
from July Jan— | 
July ’35 1936 July ’35 | 
Total . —14.8 109,741 —22.7 | 
By Size of County* 
Under 5,000 
Dwellings... + 3.2 9,088 —12.8 | 
5,000-19,909.... — 2.2 15,347 —19.2 
20,000-59,999... + 2.8 23,561 —17.4 
60,000 and over. —25.0 61,745 —26.6 


* Size gtoups by number of non-farm dwellings. 
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The new Pro-technic Ediphone 
on a 2-plank platform - 


EDIPHONE — the people’s choice — 
FULFILLS EVERY PROMISE! 


Every day in the year, and under all 


| kinds of conditions—Ediphone Voice 


Writing helps increase business ca- 
pacity 20% to 50%. This increase is 
possible because Voice Writing makes 


| YOU the master of your day. 


No matter what your business or 


| profession — whenever it is conven- 
| tent for YOU . . . without waiting, 


without interruption . . . you Voice- 


| Write your correspondence, memos, 


reports. Details get into the habit of 
being done, not forgotten. . . tele- 
phone calls are confirmed promptly. 


And your secretary, free to concen- 
trate on getting out your work, fin- 
ishes it, on time! 

The tax on time— yours and your 
secretary’s—is removed. And more is 
accomplished—20% to 50% more!— 
with less effort. 


“You-Pay-Nothing” Plan 
Provides Advance Proof! 
Voice Writing is happy to prove its 
platform planks in advance! Put this 
new business administration to work 
in your office. Telephone the Ediphone, 
Your City, for details of the New 
Edison “You-Pay-Nothing” Plan, or 
write direct to the 

Laboratories of — 
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—_- for electrical and gas facili- 
ties and hot water installations in 
many residential units throughout the 


Household Appliances 


furnish information on urban residences 
in order to assist American manufac- 
turers and distributors of electrical and 


utilized gas, and 9 per cent depended 
on other sources. 


“When the data were tabulated to 


United States is indicated in a study gas household appliances to determine, show running water facilities, by cities = 
made by the Bureau of Foreign and with a fair degree of accuracy, the po- proper and their environs for 31 of the 
Domestic Commerce, Department of tential markets available for their vari- 64 cities,” says the report, “very il- _ 
Commerce. The survey records the lack ous products. luminating market facts for this equip- me, i 
of such conveniences in a large number = Twenty-five per cent of the unitshad ment were revealed. Although the what 8 ‘ 
of the 2,633,135 residences in 64 selected only cold water facilities, while about average for the environs of 31 cities ane of t 
cities which furnished the material for 66 per cent were equipped with both reporting structures without running eo 
the report. hot and cold. More than 90 per cent water facilities, was 20 per cent, the ra- aon 
The purpose of the study was to used electricity for lighting, 0.2 percent _tios by city environs varied greatly, the - “— 
range being from 74 per cent for Knox. inte 7 

ville, Tennessee, to 1 per cent for San 0 
Diego, California. — 

“While the use of electricity for light- “ae 
ing predominated throughout the 64 al 

cities, its importance varied greatly. they t 
Cities on the Pacific Coast, with 98 per “ “ti 
cent of the homes lighted with elec. 

tricity, ranked highest in this respect. ae 
All but 5 per cent of total family units 7M 
in six of the nine geographical divisions we . 

utilized electricity for lighting. re 

“The three exceptions were the poh 

South Atlantic region where only 75 yes 4 

per cent of the residences used elec- "oie 

tricity for lighting, the East South Cen- bis fail 

tral region with 67 per cent, and the § .. 
West South Central states with 81 per ery 
” 

cent. bed 

COOKING FUELS them a 

GAS was the dominant fuel used for 

cooking. Sixty-nine and four-tenths per 

cent of all dwellings had gas cooking ~ 

facilities, 27 per cent used other fuel and And , 

a. ceworsay | 4 per cent utilized electricity. Al 

though gas stoves were the most pop- ff 4,1, 


ABILITY TO PAY 


The ability to promptly meet the just claims of its policyholders is 
the first requisite of a good, sound insurance company. 


ular type of cooking equipment, they 
made a relatively poor showing, as 
might be expected, in rental groups un- 
der $10 a month. On the average for all 
cities, other fuels such as wood, coal, 
kerosene and distillate, were by far the 
most prevalent in this division. On a 
sectional basis, 76 per cent of the family 


It not only reflects financial strength and dependability, but indicates 
able management. Such a company justifies your trust and faith. 


The Standard of Detroit, a 52 year old company, has over 8300 able | Wits renting under $30 a oe : Ne 
representatives maintaining a reputation for famous service . . . Over Ik 
fuels. The percentages for other sec- 
$148,000,000 has been paid in claims . . . Over a million persons are | tions were 65 for the South Atlantic $305 § 
now protected against loss and worry by some form of casualty in- | states, 51 for New England, and 31 for called 
surance or fidelity and surety bond. Pacific Coast cities. Other geographical 9 prove 
areas reported much smaller ratios. | 
You will do well to consider and recommend the Standard of Detroit Family ae renting above $30 a month ton 
as the carrier of your casualty insurance and bonding requirements. | universally used gas for cooking. center 
The information included in the study Re. 

Writes: Automobile — Personal Accident and Health — Burglary — Liability (all was collected as part of the real property 17,3. 

forms) — Plate Glass — Workmen’s Compensation — Fidelity and Surety Bonds. inventory conducted in 1934 by the 038, 

Bureau as a Civil Works Administra- § j,i, 

STANDARD ACCIDENT INSURANCE COMPANY | ‘on project. Information as to t% pat; 
physical condition of the residential tiple 

Detroit, Michigan units had been made public previously. 
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Go 
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Good Morning, 


Mr. Jones 


“COME people,” observed the banker, 

S “have the happy faculty of being 
able to remember names, and our floor- 
nan, receptionist, or official greeter— 
shat should he be called, anyway?—is 
one of them. 

“Qne morning two officers of a cor- 
respondent bank called to see one of 
ur executives. Both were visiting us 
jor the first time, and both had unusual 
rames. The floorman presented the vis- 
itors to our officer, they transacted their 
business and left. 

“More than two years passed before 
they called again. The same staff mem- 
her met them. To their surprise, not 
oily did he greet them by name, but he 
inquired about their bank (where do 
people get such memories?) and on 
exorting them to the officer’s desk, 
sid: ‘You remember these gentlemen, 
Mr. Jones—Mr.— and Mr.—— of 
the National Bank in ——. They called 
on you some time ago.’ 

“The officer didn’t remember, but 
his failing passed unnoticed and the 
visit was a profitable one, thanks in no 
small measure to the reception they 
had received from the man who met 
them at the door. 

“He does not wear a uniform. For 
years our floorman was just another 
guard in brass buttons, but we found 
that people like street clothes better. 
And they certainly appreciate being 
called by name when they come into 
the bank.” 


Modernization 
Loans 


Wy analysis of insured modernization 

loans, prepared by the Federal 
Housing Administration, shows that 
$395,882,687 of private capital was in- 
vested in the rehabilitation and im- 
provement of property, under F.H.A. 
guaranty against loss, from August 1934 
through June 1936. The total repre- 
sented 1,086,423 loans. 

Residential properties accounted for 
917,331 loans, amounting to $278,212,- 
038. Of this sum, $211,180,696, dis- 
inbuted in 708,403 insured loans, was 
put into single family residences. Mul- 
tiple residential units obtained 208,928 
loans for a total of $67,031,342. 
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The average loan for the period was 
$364.39. The figures cover all credits 
granted by private banking and lending 
agencies under Title I of the National 
Housing Act from the time it began to 
function until July 1 of this year. 

Retail store and service trades loans 
numbered 80,163, amounting to $55,- 
719,417. In this classification the stores 
were the largest borrowers, obtaining 
28,553 loans for a total of $24,089,487. 

In classifying the major improve- 
ments made with modernization credit 
funds, 54.8 per cent of the dollar vol- 
ume, or $216,968,345, went for struc- 
tural alterations and repairs, while 45.2 
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per cent, or $178,914,342, was used for 
equipment and machinery. 

The type of property improved, the 
number of loans and the dollar volume 
in each classification are shown below: 

Single family residences, 708,403 
loans, $211,180,696; multiple residences, 
208,928 loans, $67,031,342; retail store 
and service trades, 80,163 loans, $55,- 
719,417; commercial (other than re- 
tail), 14,431 loans, $16,621,644; farm 
property, 39,943 loans, $14,930,297; 
institutional, 4,224 loans, $3,351,139; © 
industrial, 6,529 loans, $14,859,074; 
unclassified property, 23,802 loans, 
$12,189,078. 


A BANK STANDS 
for MONEY SAFETY 


Your bank stands as a symbol of safety—on 
its reputation for soundness and security it 
rises or falls. 

Your responsibility goes beyond the four walls 
of your building—it extends to protection for 
depositors’ money in transit. 

Your customers’ checks offer no invitation to 
forgers if they are Super-Safety Checks:— 


SAFEGUARDED—To defeat the forger. 
beneath the surface of Super-Safety 
are hundreds of VOIDS which flash 
to the surface at the first touch of 
acid ink eradicator. 
ATTRACTIVE — Super-Safety Checks 
are high in quality—beautiful in de- 
sign—will lend distinction. 


A line to The Todd Company will bring 
a Todd representative to you promptly 


TheTodd Co., Inc. Rochester, N. Y¥. 
Imprinting Service in Plants at 


Boston Brooklyn Cincinnati Chicago Denver Dalles 
Birmingham _Los Angeles ‘an Francisco 
Portland Spokane St. Paul 
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State and National Bank Data 


amnesiac showing in detail by The convention was held in Detroit. ment securities by our banks js large” 
states the capital, surplus and un- “Tt is significant,” said Mr. Sims, In a similar statement poeaiases, ‘ 
divided profits, deposits, loans and dis- “that during the year ending June 30, the association’s 1935 convention Mt 
counts, investments, and total resources 1936, there was a total increase in the Sims reported that during the year end. 
of all state banking institutions in the loans and discounts in all our banks of ing June 29, 1935, there was a total de- 
United States, together with totals of only $329,000,000, and during the same crease of $1,130,000,000 in the loans and 
these items for the national banks, was period an increase in the bonds, stock discounts of all banks, and a rise of $1. 
submitted to the 35th annual conven- and securities of $3,693,000,000, being 753,000,000 in their security invest. 
tion of the National Association of Su- an increase of $1,927,000,000 in the ments, the increase for the state banks 
pervisors of State Banks by R. N. Sims, state banks and $1,766,000 in the na- being $415,000,000 and for the nationals 
secretary-treasurer of the Association. tional banks. The holdings of Govern- $1,338,000,000. The report for that 
year covered 16,173 banks, of which 
10,742 were state banks and 5,431 were 
national. 

The recent report, based on June 30 
figures, showed a total of 15,996 banking 
institutions of which 10,622 were state 
banks and 5,374 were national banks, 
Total deposits were $58,473,715,957, a 
gain of $7,035,486,894 over June 29, 
1935. Capital, surplus and undivided 
profits amounted to $8,489,333,364, a 
rise of $1,048,684,738 during the year, 
and resources aggregated $67,305,591. 
227, a gain of $6,872,368,776. 

Capital, surplus and undivided profits 
of the state banks totaled $5,478,526, 
364, and of the national banks $3,010, 
807,000, showing the capital resources 
of the state banks to be 82 per cent in 
excess of the national banks. The de- 
posits of the state banks were $32,273, 
262,957, and of the national banks $26; 
200,453,000, a difference of 23 per cent. 
Total resources of the state banks were 
$37,602,752,227 against $29,702,839,- 
000 for the nationals, an excess for the 
former of 27 per cent. 


NS 
FO R SAF Total resources of all member Fed- 
u eral Reserve banks were $46,587,839, 
000 


Mr. Sims took occasion to “repeat 
and emphasize” what he said a year 
ago, namely: 

“The preponderating volume of state 
bank resources, as late as June 30, 1936, 
should warn our national authorities 
that further banking legislation, pointed 
in the direction of our state banks, must 
be cautiously pursued so as to guard 
against injury to this great element of 
our financial structure. 

“The state banks are closest to the 
producers of this country. They are con- 
trolled by more safety legislation than 
ever before in the nation’s history, and 
I believe that there should be a halt in 
further national legislation, and that 
our banks should be permitted to pursue 
their way without uncertainty, so that 
we may move more swiftly to complete 
national recovery.” 
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HERE’S ONE 


THAT’S Low! 


A membership in the ‘“* Not-Over-50”’ Club is absolutely 
free. Yet it has meant a safer life and freedom from injury to 
thousands of motorist members. 


More than that, it is one element in a plan of reducing 
losses to policyholders which results in a lower net cost on 
their insurance, helping to make possible the substantial 
dividends which have been paid to them each year. 


When you recommend Lumbermens to your clients you 
offer them a full measure of safety, security and economy. 


LUMBERMENS MUTUAL 
CASUALTY COMPANY 


**World’s Greatest Automobile Mutual”’ 


Home Office: Mutual Insurance Building, Chicago, U. S. A. 
Insuring good risks in all classes of business 


DIVISION OF KEMPER INSURANCE 


| 


USE NATIONAL 
POSTING MACHINES 


Or THE 100 largest mutual savings banks 
in the United States, 72 use National Post- 
ing Machines—indicating the overwhelm- 
ing preference for National Posting 
Machines for savings and thrift accounts. 


This is the ideal machine for handling 
savings department transactions. For 
ledger card, pass-book and journal sheet 
are posted quickly with this machine while 
the depositor is at the teller’s window. All 
machine-printings are originals. All 
amounts posted are added into locked 
totals which can be cleared only by the 
auditor. These and many other protective 
features make it—the ideal. 


The local National representative will be 
pleased to show you why. 


Co 
DAYTON, OHIO 
Cash Registers © Typewriting-Bookkeeping Machines © Posting Machines 


* Bank-Bookkeeping Machines * Check-Writing and Signing Machines « 
Analysis Machines * Postage Meter Machines * Correct Posture Chairs 


* Bowery Savings Bank, New York, N. Y. 

* Emigrant Industria! Savings Bank, New York, M. Y 

* Philadelphia Saving Fund Society, Philadelphia, Pa. 

* Williamsburgh Savings Bank, Brooklyn, N. Y. 

%* Bank for Savings, New York, N. Y. ; 

* Central Savings Bank, New York, N. Y. 

*% Dry Dock Savings Institution, New York, N. Y. 

*% Dime Savings Bank, Brooklyn, N. Y. 

*% East River Savings Bank, New York, N. Y. 

*% Greenwich Savings Bank, New York, N. Y. 

% Seamen's Bank for Savings, New York, N. Y. 

* Union Dime Savings Bank, New York, N. Y. 

* Boston Five Cents Savings Bank, Boston, Mass. 

* Provident Institution for Savings, Boston, Mass. 

* Society for Savings, Cleveland, Ohio 

* Lincoln Savings Bank, Brooklyn, N. Y. 

* Buffalo Savings Bank, Buffalo, N. Y. 

% Dollar Savings Bank, New York, N. Y. 

* Savings Bank of Baltimore, Baltimore, Md. 

*% Howard Savings Institution, Newark, N. J. 

*% Western Saving Fund Society, Philadelphia, Pa. 

% Brooklyn Savings Bank, Brooklyn, N. Y. 

%*% Hibernia Savings & Loan Society, San Francisco, Calif. 

* Hariem Savings Bank, New York, N. Y. 

* Erie County Savings Bank, Buffalo, N. Y. 

%*% Franklin Savings Bank, New York, N. Y. 

Home Savings Bank, Boston, Mass. 

* Society for Savings, Hartford, Conn. 

% New York Savings Bank, New York, N. Y. 

* Albany Savings Bank, Albany, N. Y. 

Charlestown Five Cents Savings Bank, Boston, Mass. 

*% Farmers & Mechanics Savings Bank, Minneapolis, Minn. 

*% East New York Savings Bank, Brooklyn, N. Y. 
Providence Institution for Savings, Providence, R. 1. 

* Suffolk Savings Bank, Boston, Mass. 

% Rochester Savings Bank, Rochester, N. Y. 

*% Washington Mutual Savings Bank, Seattie, Wash. 

*% Long Isiand City Savings Bank, Long Island City, N. Y. 

*% Worcester County Institution for Savings, Worcester, Mass. 
Springfield Institution for Savings, Springfield, Mass. 
Dollar Savings Bank, Pittsburgh, Pa. 

* South Brooklyn Savings Bank, Brooklyn, N. Y. 
Eutaw Savings Bank, Baltimore, Md. 

*% Onondaga County Savings Bank, Syracuse, N. Y. 
Roosevelt Savings Bank, Brooklyn, N. Y. 

*% Green Point Savings Bank, Brooklyn, N. Y. 

* City and County Savings Bank, Albany, N. Y. 

* Beneficial Saving Fund Society, Philadelphia, Pa. 

* Citizens Savings Bank, New York, N. Y. 

New Haven Savings Bank, New Haven, Conn. 

*% Connecticut Savings Bank, New Haven, Conn. ° 

* Greater New York Savings Bank, Brooklyn, N. Y. 

* Jamaica Savings Bank, Jamaica, N. Y. 

Kings County Savings Bank, Brooklyn, N. Y. 
Bridgeport-Peoples Savings Bank, Bridgeport, Conn. 

* Franklin Savings Bank, Boston, Mass. 

*& Monroe County Savings Bank, Rochester, N. Y. 

* Empire City Savings Bank, New York, N. Y. 

*% North River Savings Bank, New York, N. Y. 

* Cambridge Savings Bank, Cambridge, Mass. 
Waterbury Savings Bank, Waterbury, Conn. 
Provident Institution for Savings, Jersey City, N. J. 

*% Warren Institution for Savings, Boston, Mass. 

* Manhattan Savings Institution, New York, N. Y. 
New Bedford Institution for Savings, New Bedford, Mass. 

* Fulton Savings Bank, Brooklyn, N. Y. 

Peoples Savings Bank, Providence, R. |. 

* Savings Bank of Utica, Utica, N. Y. 

Lynn Institution for Savings Bank, Lynn, Mass. 

* National Savings Bank, Albany, N. Y. 

Syracuse Savings Bank, Syracuse, N. Y. 

* Saving Fund Society of Germantown, Philadelphia, Pa. 
Worcester Five Cents Savings Bank, Worcester, Mass. 
Amoskeag Savings Bank, Manchester, N. H. 

Peoples Savings Bank, Worcester, Mass. 
Dime Savings Bank of Williamsburgh, Brooklyn, N. Y. 

* Union Square Savings Bank, New York, N. Y. 

* Bronx Savings Bank, Bronx, N. Y. 

* Bay Ridge Savings Bank, Brooklyn, N. Y. 

* Irving Savings Bank, New York, N. Y. 

Brevoort Savings Bank, Brooklyn, N. Y. 

*% Excelsior Savings Bank, New York, N. Y. 

% East Side Savings Bank, Rochester, N. Y. 
Mechanics Savings Bank, Hartford, Conn. 

* Malden Savings Bank, Maiden, Mass. 

Essex Savings Bank, Lawrence, Mass. 
Savings Bank of New London, New London, Conn. 

* Poughkeepsie Savings Bank, Poughkeepsie, N. Y. 
Savings Bank of Newport, Newport, R. I. 

Hoboken Bank for Savings, Hoboken, N. J. 

%& Queens County Savings Bank, Flushing, N. Y. 

*% Worcester Mechanics Savings Bank, Worcester, Mass. 

* Troy Savings Bank, Troy, N. Y. 

Maine Savings Bank, Portiand, Me. 
Western Savings Bank, Buffalo, N. Y. 

% Metropolitan Savings Bank, New York, N. Y. 

%* Wilmington Savings Fund Society, Wilmington, Del. 

* Home Savings Bank, Albany, N. Y. 

* East Brooklyn Savings Bank, Brooklyn, N. Y. 

* Union Savings Bank, Boston, Mass. 


* DENOTES USERS OF NATIONAL POSTING 
MACHINES (AS OF JULY 1, 1936) 
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Bank Service on the Sereen 


UMEROUS media are being used 
by banks in their efforts to broad- 
en the public’s appreciation and 

understanding of banking service. One 
of these, which we have long been using, 
is the motion picture. 

Intelligently prepared and produced 
films reach a cross-section of the com- 
munity’s life. Young people—our cus- 
tomers of tomorrow—and older people 
—our customers of today—are all con- 


Farm equipment 


By W. M. SARGENT 


Treasurer, Union Savings Bank and 
Trust Company, Morrisville, Vermont 


tacted through this medium. The gospel 
of thrift and the value of savings prob- 
ably could fall on no more fertile ground 
than the younger generation which, as a 
whole, is unacquainted with the value of 
a checking account, of consultation with 
a banker prior to investment, and of an 
active, business-like connection with a 
bank. Indeed, too few older persons ap- 
preciate an active bank association. 

As long-time users of the motion pic- 


Three “‘stills’? from films 
designed to inform the pub- 
lic about banking services 


Home buying 


New construction 


COURTESY ALEXANDER FILM CO 


ture advertising playlet, we feel that we 
are in a position to comment upon its 
favorable characteristics and upon its 
pitfalls. 

None of us cares to listen to a long 
story he has heard before. Nobody de- 
rives much pleasure from viewing a 
moving picture feature that has been 
seen previously. A newsreel several 
weeks old does not interest us. Likewise, 
a film advertisement, if repeated again 
and again, holds about the same, or less, 
interest, and may even prove to be a 
boomerang. 

But the motion picture advertise- 
ment, if interestingly produced, com- 
mands audience attention, plants the 
seeds of its message, and card indexes 
our bank in the minds of its viewers and 
hearers. We feel that such films, brief 
and filled with action, are a splendid 
medium and that they are a great aid in 
promoting goodwill between the bank 
and the public. 

We prefer the newsreel type of film 
advertisement. On the screen the audi- 
ence sees other ordinary people enjoying 
the fruits of a life of thrift and saving, 
or taking advantage of one or another of 
the many forms of banking service. Dia- 
logues may sometimes detract from this 
vital message, since the players’ action 
is attention absorbing; but presentation 
of the spoken word in the newsreel 
manner—by an offstage or unseen an- 
nouncer—permits the offering of an 
even stronger message. 

This advertising medium also allows 
selectivity of contact. Most communi- 
ties have several theaters, each of which 
is often patronized by a rather different 
class of people. The advertiser therefore 
may make a definite choice of audience. 

Our film producing company makes 
sufficient pictures to service us and its 
other bank customers with 52 different 
films yearly. It consults with bank and 
financial executives from time to time 
regarding the advertising needs of this 
field, so that the pictures are always 
timely. Quantity production assures rel- 
atively inexpensive cost to individual 
users. 

An investment film shown by us re 

(CoNnTINUED ON PAGE 62) 
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THE COMMERCIAL UNION GROUP 
OF COMPANIES 


Understands and is considerate of its many loyal 


agents and their problems. 


Believes in and supports the American Agency 
System. 


Subscribes and adheres to the rules and regula- 
tions of the National and State Local Agents 
Associations. 


Meets all its obligations promptly and has never 
refused payment of a single legitimate claim. 


Is proud of its World-Wide Reputation and Un- 
questioned Financial Strength. 


THE COMMERCIAL UNION GROUP WRITES PRACTICALLY 
ALL LINES OF INSURANCE, EXCEPT LIFE 


OuMERCL 


COMMERCIAL UNION ASSURANCE ComPAND. LID. 
AMERICAN CENTRAL INSURANCE COMPANY 
COLUMBIA CASUALTY COMPANY 
tHe PALATINE INSURANCE COMPAN2 LID. 
THe CALIFORNIA INSURANCES COMPANY 
NEW YORK CHICAGO ATLANTA SAN FRANCISCO 


(STOCK COMPANIES) 
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a A S. Mather, Pres. 
ather Bros., Inc. 
Atlanta, Ga. 


H. J. Carr, Vice Pres. 
Anchor Cap & Closure Corp. 
Long Island City, N. Y. 


Each of these men was once skeptical 
about Dictaphone. But today, each is 
convinced—in terms of his own busi- 
ness. Each has learned for himself that 
handling correspondence is only one 
of this modern dictating machine’s 
advantages—that the Dictaphone does 
an all-day job of saving time, easing 
pressure, cutting off mistakes and mis- 
understandings, breeding better and 
more profitable working habits for the 
big boss and everybody else. 


George M. Slocum 
Automotive Daily News 
Detroit, Mich. 


Guy M. Beckett, Vice Pres. 
Beckett Paper Company 
Hamilton, Ohio 


Yet these men were not so/d any- 
thing. They simply said “Show me!” 


and we let them try the Dictaphone on | 


their own work—without cost or obli- 
gation. You can’t afford to put off 
investigating the new Nuphonic Re- 
corder. As the very first step to such a 
riskless test, we invite you to look into 
a few established facts in the interesting 
booklet, “What's An Office Anyway?” 
The coupon below will bring it to you. 
Send for it today. 


Among the Prominent Users of 
Dictaphone Are: 


Bausch & Lomb Optical Co., Rochester, N. Y. 
George S. May, Inc., Chicago, Ill. 
Lawrence Warehouse Co., San Francisco, Cal. 


DICTAPHONE 
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The word DICTAPHONE is the Registered Trade-Mark of Di one Corporation, 
Makers of Dictating Machines and Accessories to which said 


Dictaphone Sales Corporation 
420 Lexington Avenue, New York, N.Y. 


In Canada— 137 Wellington St.,West, Toronto 


© I wanttosee your representative. 
() Please send me my copy of ““ What's An Office Anyway?" 


Exclusive Nuphonic_reproduc- 
tion of the improved Dictaphone 
duplicates the human voice al- 
most perfectly. Address..........----- 


e-Mark is Applied. 


cently opened by picturing a banker 
busily working at his desk. Several refer. 
ence books and files are in evidence. The 
scene changes to show the banker talk. 
ing to a man and his wife. As he visits 


with them he refers to a bond he is hold. chee 
ing. The couple smiles approval as the one 
banker hands the husband the bond a 
and Bank of 
shakes hands with him. The unseen ap. jysiness « 
nouncer, during the showing of the pic- eslelon 
ture, says: The gov 
“The officers of our bank, through { the ins 
| years of experience, have acquired a 0 200 sl 
| cumulative knowledge of many kinds of a also 1 
| business. In the investment problems of iving Te} 
| the people of this community quite fre- : resent 
quently we have been able to make con- pnerene 
structive suggestions that helped them stock will 
greatly. We are always glad to help you of Financ 
and we invite you to make our bank dends as 
your investment headquarters.” aaa b 
Our “trailer” announcement then 
follows, with views of the bank and our 
name superimposed on these “shots”. REVIE\ 
The announcer continues by inviting his change t 
audience to utilize our services. tion of tl 
Other available films deal specifically an Ottar 
with savings, checking accounts, bank- “Whe 
ing by mail, Federal deposit insurance, was deb 
Christmas clubs, trust facilities, and in 1934 
other banking services. was oie 
| While we have no way of checking up joined 
| on the value of this advertising in ac- oppositi 
tual dollars and cents, we feel that it is the go. 
very valuable to us. We have received publicly 
compliments from some of our citizens, “The 
showing that the films do attract public conclud 
attention. propose 
( 
BAR ASSOCIATION 
F. H. Stinchfield of Minne- ke 
apolis becomes the new presi- 
dent of the American Bar 
Association 


The Trend To Dictaphone Sweeps On 


PICTURES 
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Canada’s Government Bank 


N accordance with legislation passed 
| by the last Parliament, the Canadian 
Government has obtained control of the 
pank of Canada, which opened for 
hysiness on March 11, 1935, as the 
Dominion’s central bank. 

The government now has a majority 
of the institution’s stock. It acquired 
100,200 shares of Class B capital stock 
and also named six additional directors, 
giving representation to provinces not 
represented on the board by the seven 


large measure of government super- 
vision—was the most efficient. The 
statute provided that the governor and 
deputy governor be appointed only 
with approval of the governor-in- 
council, and the policies of the bank 
were to a large measure to be subjected 
to government approval. 

“In the campaign of last Fall, 
Mackenzie King made it plain that if 
his party obtained power he would 
bring about a more complete form of 


public ownership as well as control of 
the Bank of Canada.” 

The original capitalization of the 
bank was 100,000 shares with a par 
value of $50 each. No person could own 
more than 50 shares. At the last annual 
meeting the number of holders was 
about 1,100. 

The governor of the Bank of Canada - 
is Graham Ford Towers, former assist- 
ant general manager of the Royal Bank 
of Canada. 


directors who were already serving. The 
stock will be held through the Minister 
of Finance and will draw the same divi- 
dends as are paid on the Class A shares 
owned by the public. 


BACKGROUND 
REVIEWING the background of the 
change that effects partial nationaliza- 
tion of the bank, the Canadian Press, in 
an Ottawa dispatch, said: 

“When the Bank of Canada measure 
was debated in the House of Commons 
in 1934, the principle of a central bank 
was adopted by all parties, but Liberals 
joined the Progressive group on the 
opposition side in a vain effort to induce 
the government to make the bank a 
publicly owned institution. 

“The then Conservative government 
concluded, however, that the setup as 
proposed—private ownership with a 


Durable Copper and Brass 
in building increase 


INVESTMENT VALUE 


Copper, brass and bronze cannot rust. Their use in home 
construction frees the houseowner from the repair and 
replacement expenses which inevitably follow the instal- 
lation of rustable metals in exposed service. Copper, brass 
and bronze, by preserving the useful life of the house, en- 
hance its value as an investment. 

Such ‘products as copper or brass water pipe, copper 
sheet metal work, Everdur Metal hot water tanks, bronze 
screening and bronze hardware cost so little more than 
temporary, rustable metals that they are far superior in 
terms of service per year per dollar. 


CHECK ON AMERICANS 


Herbert Hengstler of the State 
Department is responsible for 
keeping track of all Americans 
who go abroad. About 1,500 
Americans were evacuated 
from the Spanish war zone 


THE AMERICAN BRASS COMPANY 


General Offices: Waterbury, Connecticut fr A 
Offices and Agencies in Principal Cities AN st - 


Anaconda Copper & Prass 
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Merits of Low Coupon Bonds 


ip IS very advantageous for banking 
institutions to purchase securities 
bearing a low rate of interest in prefer- 
ence to those carrying the higher coupon 
rates. This is because of the regulations 
in effect in determining the amount of 
Federal income tax banks are obligated 
to pay. 

To bring out more clearly one of the 
points which I have in mind, I am listing 
two bonds maturing in exactly the same 
period of time, which are selling at prices 


that give the purchaser identical yields. 
The only difference is in the coupon 
rates. They are as follows: 


BOND COUPON 
(a) 6% 
(b) 3% 


MATURITY 
Sept. 1, 1946 
Sept. 1, 1946 


PRICE YIELD 
125% 3% 
100 3% 


We will assume a bank purchases 
$50,000 par value of the (a) bonds and 
$63,000 par value of the (b) bonds. This 
would mean an investment of $62,875 
and $63,000 respectively. Both issues 


GENERAL MOTORS 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


ACCEPTANCE 


GENERAL 
MOTORS 


INSTALMENT 
PLAN 


CORPORATION 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan’ 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - 


ON 


BRANCHES IN PRINCIPAL CITIES 


Friend. 


NATIONAL BANK» 


By J. W. MILLER 


are industrials and would therefore be 
included in the taxable classification for 
Federal income tax purposes. 

A fact important to know and re. 
member is that the Federal income tax 
a bank pays is figured on the coupon of 
a bond and not on the yield basis on 
which the security was purchased, 
Under the regulations now in effect, if g 
bank has a net taxable income (taxable 
income less deductible expenses), for 
every $100 of taxable income it adds to 
gross earnings, its Federal income tax 
obligation is increased $15, provided, of 
course, deductible expenses are not 
increased. 

We will assume the bank which pur- 
chased both of the above securities had 
a net taxable income. The annual inter. 
est income it would receive from bond 
(a) would be $3,000 (6 per cent on 
$50,000). Because of this addition to its 
taxable income the bank’s annual Fed- 
eral income tax payable would be in- 
creased $450 (15 per cent on $3,000). 
The annual interest income it would re- 
ceive from bond (b) would be $1,8% 
(3 per cent on $63,000). Because of this 
addition to taxable income the bank’s 
annual Federal income tax payable 
would be increased $283.50 (15 per cent 
on $1,890). Of course, these increases 


STEEL PROSPECTS 


William A. Irvin, president of 

the U. S. Steel Corp., speaking 

at Cleveland’s exposition, said 

the steel industry should con- 
tinue to improve 
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in the Federal income tax obligation 
yould not occur if the bank’s deductible 
expenses were increased in amounts 

ual to the increases in taxable income. 

According to the present regulations 
banks are permitted to deduct losses on 
scurity transactions without limitation 
wherever the losses consist of amounts 
ynder par. That part of a bank’s losses 
on securities which represents amounts 
paid in excess of par (premium) is de- 
ductible in the aggregate only to the 
extent of $2,000 plus the amount of 
profit derived from the sale of securities. 

As long as banks realize large profits 
from the sale of securities, as they have 
been for the last three years, the $2,000 
limitation in certain types of losses men- 
tioned above gives them no cause to 
worry, but if the demand for money 
starts tightening and interest rates 
begin to rise, a fact which every conserv- 
ative banker expects to happen sooner 
or later, banks’ bond profits, if any, are 
going to be very small and their bond 
losses are likely to be large. 

If and when this takes place banks 
will suffer losses from security trans- 
actions which will not be deductible 
from their other taxable income because 
the greater portion of these losses will be 
premium losses, and there* will not be 
bond profits of a sufficient amount to 
offset them. Banks which wherever pos- 
sible choose the bonds carrying the 
lower coupons in preference to those 
bearing the higher rates will find losses 
deductible to a much larger figure. 


U.S.S.R. 


The press has reported rumors 
that Marshal K. E. Voroshilov 
will succeed Josef Stalin as 
Russian dictator. The latter is 
said to be seriously ill 


SOVFOTO 


Wisconsin's 
BANK for BANK 


Srrvine as depositary 
for more than 80 per cent of the banks 
in this state, the First Wisconsin enjoys 
active state-wide contacts affording 
practical advantages in meeting the 
Wisconsin requirements of other banks 


and national business corporations. 


EFFICIENCY. / 


The men in charge of our Banks and Bankers Division devote 


their full time and attention to the needs and problems of First 


Wisconsin correspondents .. . 
BANKS and BANKERS DIVISION 


George T. Campbell . . Vice-President 
structive service that goes be- James J. Brooks . Asst. Vice-President 


enabling this bank to offer con- 


yond the minimum requirement Richard J. Lawless. Assistant Cashier 


Donald A. Harper . Assistant Cashier 
of mere routine efficiency. 


CORPORATION 
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Burroughs 
NEW HIGH-SPEED 
BANK POSTING 


MACHINE 


These important new features speed up the 
work and make operation so much easier 


AUTOMATIC 


PRINTING OF BALANCES 


All balances, except 
overdrafts, print auto- 
matically. No motor bar 
or total key depression. 


AUTOMATIC 
COUNT OF CHECKS 


Checks are counted 
automatically and pro- 
gressively as part of 
the posting operation. 


AUTOMATIC 


CLOSING OF CARRIAGE 


The first depression of 
the motor bar closes 
the carriage and 
prints the old balance. 


VISIBLE 
ALIGNMENT 


The entire previous 
line, which is fully visi- 
ble, is a positive guide 
to perfect alignment. 


FAST TABULATION 


AND CARRIAGE RETURN 


Fast tabulation, fast 
return, fast carriage 
opening—all automatic 
—increase posting speed. 


INSTANT CHANGE 
FOR ANALYSIS 


Instant adjustment for 
posting analysis data 
to statement, or uncol- 
lected funds to ledger. 


| 
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Tus high-speed Burroughs is a remarkable new 


development in bank posting equipment. 


Its new features—many of them automatic— provide 
a fast, simple operation and permit the posting of 
uncollected funds information on the ledger and a 
complete analysis record on the statement while 
handling commercial accounts . . . Call our local 


office for complete details or descriptive folder. 


BURROUGHS ADDING MACHINE COMPANY—DETROIT, MICHIGAN 


ADDING, ACCOUNTING, BILLING AND CALCULATING MACHINES 
'YPEWRITERS e CASH REGISTERS POSTURE CHAIRS SUPPLIES 
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Preliminary Data on Insured Banks Published by F.D.I.C. (000 omitted) 


Liabilities 
6-30-36 12-31-35 6-30-36 12-31-35 6.29.35 


In vault 


In process of collection 
Individuals, partnerships, and corporations, 
payable on demand 


With Federal Reserve banks 


Individuals, partnerships, and corporations, 
deposited for periods of time 


U. S. Government and postal savings 

States and their political subdivisions 

Domestic banks, certified and cashiers’ 
checks outstanding, cash letters of credit 
and travellers’ checks 


Kx? 
With foreign banks Foreign banks 

$14,036,922 —4 With U. S. $46,620,498 
TOTAL CASH AND FUNDS $13,850,104 Treasurer TOTAL DEPOSITS $44 123,385 


DUE FROM BANKS $1 1,467,982 $40,298,169 


With other domestic banks 


Currency of national banks outstanding. . . 

U. S. Government securities and 
securities fully guaranteed by the 


Borrowed money. . 


Outstanding acceptances and bills of ex- 
Obligations of states, their political 
subdivisions, territorial and in- 
sular possessions 
Foreign securities 
Other bonds, stocks and securities. . 
Stock in Federal Reserve banks... . 


Other liabilities 


Loans and discounts (including over- 


$ 37,287,677 $654,041 
TOTAL LOANS AND SECURI- 4 
CU $ 3481 2,986 TOTAL MISCELLANEOUS LIABILI { $ $61,518 ce 
3738,2! 


$33,530,507 


Guarantees and securities of custom- 
ers and banks on account of ac- 
ceptances 


Capital stock, notes, and debentures 
Bank buildings, furniture and fix- 


Surplus (paid in by stockholders or accumu- 
lated from earnings as an added protec- 


Other real estate, acquired in settle- tion for depositors) 


ment of debt; not used as bank 


Amounts set aside for contingencies, etc.. . 


Other assets Undivided profits 


> 


$2,247,862 $6,297,923 — 
$2,252,002 TOTAL CAPITAL FUNDS........ $6,210,192 
$2,250,855 $6,212,957 


TOTAL MISCELLANEOUS AS- 
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More Deposits in Prospect 


Washington, D. C. 


still be considered desirable, the 

members of the Reserve System give 
,demonstration of virtue in that regard 
ghich commands respect. No doubt 
non-member banks on the whole can 
report similar conditions. 

Of the total assets of all member 
banks reported in the returns of the 
June call, amounting to $46,533,987 ,000, 
cash items amounted to $12,476,772,- 
000, or 26.7 per cent of the whole, and 
the holdings of Government securities, 
direct and guaranteed securities, were 
$13,671,932,000, or 29.4 per cent of all 
assets—a total for the two items of 56.1 
per cent. A year previous the propor- 
tions of assets in cash items and Gov- 
erment obligations were 24.9 and 28 
per cent, respectively, or 52.9 per cent. 
On June 29, 1935, the proportion of 
total loans and investments held in Gov- 
ernment securities was 39.7 per cent; on 
June 30, 1936, the proportion was 42.3 
per cent. The record for the year as 
respects general condition of the banks, 
in short, was a continuation of tend- 
encies noted in the 1935 returns but 
materially emphasized. 

The outstanding feature of the re- 
turns has been the increase in deposits. 
This increase merits analysis. Total 
deposits of all kinds increased from 
$34,938,127,000 to $40,705,564,000, or 
by $5,767,437,000, the gain being pre- 
dominantly in demand deposits. Of the 
total increase, $3,115,755,000 was in 
individual accounts. Interbank deposits 
tose by approximately a billion dollars, 
deposits of the Federal Government by 
approximately a quarter of a billion 
dollars, There was an abnormal increase 
in float, and in general all-other items 
increased proportionately except re- 
deposits of the postal savings banks. 
These deposits dropped $154,369,000, 
bringing the amount of re-deposits of 
the Government’s savings banks in 
commercial banks, which are supposed 
to take over and use around 85 per cent 
of total postal savings deposits, to 
$152,234,000 or about 12.3 per cent of 
the totals in the postal savings banks 
reported at the end of June. 

_ Inpractical operation the postal sav- 
Ings system can no longer be regarded 
aS an agency to collect savings deposits 
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[' Ahigh degree of bank liquidity may 


which otherwise would be hoarded and 
re-depositing them in commercial banks. 
It has come to be a savings institution 
to collect funds for financing the Gov- 
ernment. The system now has approxi- 
mately a billion dollars in Government 
securities. 

It must be noted, however, that the 
commercial banks now have about all 
the deposits they can conveniently 
handle, and the factors responsible for 
continued increase promise to operate 
indefinitely. Much has been said re- 
cently of the increase in bank deposits 
due to the import of foreign funds. The 
import of foreign funds as evidenced by 
imports of gold and removals of gold 
from earmarking during the last fiscal 
yearamounted to$1,500,000,000, against 
which may be charged approximately 
$200,000,000 for international mer- 
chandise and service accounts. Of the 
balance of approximately $1,300,000,- 
000, changes in international banking 
accounts of the member banks account 
for $307 ,432,000—$9,546,000 reduction 
in the balances of American banks in 
foreign countries, $8,456,000 reduction 
in amounts due American banks from 
their foreign branches, $96,918,000 in- 
crease in amounts due their foreign 
branches, and $192,512,000 increase in 
the deposits of foreign banks in Ameri- 
can banks. The rest represents deposits 
of foreign individuals or firms in Ameri- 
can banks or—much the greater part— 
foreign investments in American secur- 
ities or American business enterprises. 


LOANS AND INVESTMENTS 


BY far the larger portion of the increase 
in deposits, however, was the result of 
domestic transactions, chiefly Govern- 
ment financing, evidenced by the great 
increase in loans and investments. Of 
the approximately $4,760,000,000 in- 
crease in deposits aside from the billion 
dollar increase in domestic interbank 
deposits, $3,474,192,000 can be ac- 
counted for by that amount of increase 
in total loans and investments. Of this 
$3,474,192,000 increase, $2,464,228,000 
was in Government, direct or guaran- 
teed, obligations, indicating to what 
extent Government deficits are respon- 
sible for the increase in bank deposits. 
Reserves in the Reserve banks increased 
$673,842,000, cash in vault increased 
$176,411,000, and cash items in process 


of collection $975,147,000. Investments 
in miscellaneous securities, mostly those 
of public utilities, railroads, and other 
corporations as well as state and munic- 
ipal bonds, increased $617,888,000. 

The most significant and encouraging 
increase was in loans which amounted to 
$613,879,000. There was a decrease in 
loans to banks and in the holdings of 
acceptances but an increase in holdings 
of open market commercial paper. Loans 
on urban real estate increased by $65,- 
000,000. “All other” loans were up 
$521,611,000, shifts in minor items ac- 
counting for the difference. The greatest 
gain in investments, aside from those in 
Federal Government securities, was in 
bonds of states and municipalities— 
$163,000,000; the next was in bonds of 
public utilities—approximately $162,- 
000,000. The increase in railway security 
holdings was $123,000,000 and in those 
of other corporations $114,000,000. 

The total increase in investments 
aside from those in obligations of the 
Federal Government amounted to $618,- 
000,000, or substantially the same as the 
increase in loans. While the rise in loans 
is small when compared with the credit 
available for the use of commerce and 
industry, the increase noted is the out- 
standing feature of the returns. When it 
is considered that this gain has been 
registered in the face of the writing off 
during the year of perhaps $125,000,000 
of bad loans previously carried, it can be 
appreciated that new loans are increas- 
ing substantially and that commer- 
cial and industrial lending is acquiring 
considerable virility. “Other loans” of 
reporting member banks have continued 
to expand since the end of the reporting 
year, increasing by over $100,000,000 
between June 30 and the end of August. 
Surface indications are that country 
banks have done even better. 

Expansion of loans during the past 
fiscal year was responsible for over 10 
per cent of the increase in total deposits, 
or nearly 15 per cent of adjusted de- 
posits. Investments in other than Gov- 
ernment securities were responsible for 
practically the same proportion. How 
far these two items will influence the 
probable further increase in deposits 
during the current year depends pri- 
marily upon the degree of the upward 
course in business. 

GrEoRGE E. ANDERSON 
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BAN KING cannot employ the meth- 
ods of research commonly used in 
industry. Banks do not manufacture a 
product that can be seen, but perform 
a service; they deal in intangibles. Only 
after these intangibles, such as exten- 
sion of credit, are translated into goods 
can we see the need for and the results 
of banks and banking. 

Equipment and forms are logical 
points at which to begin bank research, 
since by intensive study and examina- 


Applied Research 


tion they can be improved. It is always 
essential to review a bank’s systems 
with an eye to mechanization wherever 
possible, both for efficiency and econ- 
omy. Thus research and planning ap- 
plied internally will result in savings 
and ultimately affect the entire profit 
account. 

In one trust department, for in- 
stance, it was found that fees were 
based upon the dollar volume handled 
rather than on the risks assumed or 


ESTABLISHED MARCH 24, 1933 


RESOURCES EXCEED 
$375,000,000 


NATIONAL BANK 
OF DETROIT 


DETROIT, MICHIGAN 


Member Federal Deposit Insurance Corporation 


THE BEST BOND AND LEDGER PAPERS ARE MADE FROM RAGS 


NEENAH 
BUSINESS 
STATIONERY 


Includes a rag content 


bond and ledger for 
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services given; for the most part these 
charges did not offset the costs of ren- 
dering the services. Again, where 
charges were subject to agreement be- 
tween donor of the trust and the bank 
frequently the bank cut rates to get the 
business. The same held true when ney 
accounts were solicited. Another com. 
mon practice was the basing of current 
trust business on schedules adopted 
many years ago. 

The bank’s research department, in 
its survey of small leakages and mount- 
ing costs, analyzed the situation thor. 
oughly and then drew up a complete 
schedule of charges for trust services, 
The amount of time, labor and money 
to be expended in practically every 
type of account was investigated and 
numerous tests were applied before the 
new schedules were finally adopted. 
The trust department of that bank has 
been put on a better than paying basis, 


CABLE ECONOMIES 


IN THE foreign department of another 
institution it was formerly routine pro- 
cedure to supply the main office with 
information on foreign drafts, cables 
and letters of credit. The head office 
would then advise the correspondents 
abroad. This was a duplication of effort 
and a source of expense. It was found 
that by the simple installation of a bill- 
ing machine, with a few minor changes, 
all the necessary advices could be 
typed at the same time. 

The work was thus handled more 
rapidly and the efficiency of the clerks 
in providing better service to the cus- 
tomers was increased. Also, if an error 
was made, it could be corrected on the 
spot and all copies of papers were 
exactly the same. Furthermore, the 
change in practice released the stenog- 
rapher, who formerly wrote the advices 
to the main office, for typing work in 
other parts of the bank, thus reducing 
the department’s operating expenses. 

Another branch of bank activity 
which often is expensive is the purchase 
of supplies and stationery. Where com- 
petitive bidding is employed the re- 
search department usually has control 
over the placement of orders and many 
pennies are saved each day. In addition, 
the forms are usually reviewed periodi- 
cally with special consideration of their 
adaption to the system in use and 
their possible revision. 

One bank’s research department no- 
ticed that some forms were unduly large 
and that the information later i 
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on them was so scanty that a great deal 
of empty space resulted. These blanks 
were then reduced to a size that would 
accommodate the necessary data. In 
other cases, printed forms and stationery 
costs have been cut by ordering a lower 

e of paper; also, standardized stock 
forms were adopted. Other savings were 
elected in substituting for large, heavy 
cards, used principally for bond redemp- 
tions, reorganization information and 
stock dividends, a heavy manila paper 
which served the purpose equally well 
at a greatly reduced price. 


MAIL SAVINGS 


STILL another instance of research and 
its assistance in increasing earnings is 
the registered outgoing mail. Here postal 
rulesand regulations, Federal surchatges 
and taxes and insurance costs are quite 
heavy. It need not be the policy of any 
bank to assume all the costs in connec- 
tion with shipments by registered mail. 

After a brief analysis one bank decided 
that all items over a minimum of 25 
cents should be charged to the account 
involved. Below that figure, the cost of 
debiting the customer’s account would 
more than offset the amount collected. 
Costs could be reduced on some items, 
it was found, by shipping them via 
insured express, instead of first class 
registered mail. 

Expenses were further cut by insert- 
ing in the assignment forms of securities 
the words “For Exchange” or “For 
Redemption”, especially in transmit- 


F. A. A. 


Thomas J. Kiphart, manager 
of publicity, The Fifth Third 
Union Trust Company, Cin- 
cinnati, is the new president 
of the Financial Advertisers 
Association (see page 51) 


ting securities under reorganizations 
to out-of-town correspondents. Where 
stock is sent, the stock power covering 
the certificate can be sent by ordinary 
mail in a separate envelope, and the 
insurance charges reduced more than 75 
per cent. 

In the instances mentioned, it was the 
fact-finding organization which pro- 
duced the desired results—efficiency and 
economy. 

Of course, this work involves careful 
cooperation from all departments and 
from all employees. To the research 
group are submitted all sorts of sta- 
tistical data, together with auditor’s 


reports on departmental expenses. All 
the figures necessary can be collected in 
a very short time without additional 
help in each department. They should 
also be kept for reference in the future. 

Each bank has its own problems for 
analysis and sometimes it is difficult to 
know where to establish a research de- 
partment. However, it undoubtedly 
pays to have at least one person in every 
bank who can make practical research 
studies, even if a separate staff is not 
set up. Once the investment is made for 
such a fact-finding effort, the results will 
more than justify the expense. 

Henry F. Kotter 


One Correspondent 
Tells Another 


HOSE who use First National 

service know that here is a bank 
that is strong and sound, responsi- 
bly managed and ever eager to 
make itself increasingly useful. 

At conference tables, in conven- 
tions . . . by word of mouth and by 
letter . . . one banker tells another 
of the superlative service which the 
First National in Oklahoma City 
affords its correspondents. 

That is why we serve more than 
half of the banks in Oklahoma and 
many in other states. 


One of the few banks in the Southwest 
with 24-hour transit service 


Member Federal Deposit Insurance Corporation 


OF OKLAHOMA CITY 
\/ 


these 

bf rep. 

where 

Int be- 

bank, 

et the 

D new 

com- 

Trent 
hopted 

hount- 
thor- 
mplete 
d and | 
re the | 
k has 
basis. | | | 
| | 
| 

other | | 
pro- | i 
with | | 
d bles | | 
office | | 

dents | | 

effort | | | 
found | 
bill | | 
inges, | 
d be | 
| 
lerks | 
CUS- | | 
error | 
n the | 
were | | | 
the | 
enog- 

vices 
rk in | 
| 
ivity | | 
ntrol 
nany 

tion, 

their ’ 
any 
71 
NG October 1936 


Retrospectus 


(CONTINUED FROM PAGE 21) 


and the mail reaches him later in the 
day. 

Another is that under our present sys- 
tem a bond issue must be distributed 
practically within a few hours of its offi- 
cial release. If it is not, the entire dis- 
tributing group meets a sales resistance 
that often becomes cumulatively greater 
as time passes. The alert bond buyer 
knows rather closely how well an issue 
will go. If it does not get an initial good 
reception, he knows he can buy the 


bonds more cheaply when the syndicate 
dissolves. Hence the bond houses run a 
risk, not only of taking a loss on unsold 
bonds but of having to take up from the 
syndicate bonds which have been sold 
to customers who dump them in the 
market either because they bought them 
for a short speculation or do not intend 
to take an obvious shrinkage in market 
price due to faulty distribution. 

What bearing has all this on the pres- 
ent custom of delivering prospectuses 
after the bonds are sold? Just this—for 
the past two years practically every is- 
sue has been one of a large, well known 
company with strong financial position, 


industrial concerns purchase 959% of all 


manufacturing materials consumed in 


the UV. S. 


659 of these 6100 are located between 
Buffalo and Chicago, north of the Ohio River. 


In the center of this great industrial area 


is Cleveland, with its oldest bank, the 


National City, especially equipped to serve 


correspondents who have numerous items 
on the Fourth District. 


THE 


NATIONAL 


CITY BANK 


OF CLEVELAND 


Resources: over $100,000,000 


Member Federal Deposit Insurance Corporation 


CLEVELAND’S OLDEST BANK—FOUNDED 1845 


and nearly everything has been for re. 
funding purposes. Hence the distriby. 
tion problem is relatively simple. The in- 
telligent buyer needs only to know the 
name of the company. The chances are 
he already knows its financial structure 
and earning power. His chief interest js 
the price and the success of its distriby. 
tion. He does not need a prospectus and 
seldom reads much of it. 

But the day will come, if this recoy- 
ery follows traditional paths, when cor- 
porations less widely known and with 
less certain earning power will seek 
funds in the bond or preferred stock 
market. Also companies will seek funds, 
not for refunding, but for expansion of 
plant. These issues will necessarily bear 
somewhat higher interest rates and will 
be attractive to certain types of buyers, 
not necessarily institutional. They will 
not “‘go out the window” as at present, 
but will have to be sold, and one of the 
best ways is to put a prospectus ina cus- 
tomer’s hand and let him go over it be- 
fore he makes his decision to buy or 
reject it. He will not buy an unknown 
security for the purpose of getting a 
prospectus. 


BOND HOUSE VIEW 


PRESUMABLY thereare sound reasons 
for the present method of delivering 
prospectuses only after a sale. Probably 
the bond houses do it to limit their lia- 
bility under the present law. We cannot 
blame them for seeking to protect them- 
selves. 

Yet it appears to a country banker, 
not especially interested in the intrica- 
cies of the Securities Act, that somehow 
the cart has been put before the horse, 
and new issues are more difficult to ap- 
praise and buy than ever before. 

What possible harm could be done to 
anybody, if, when the security issue has 
been approved by the S.E.C., the pro- 
spectuses are immediately made avail- 
able to the prospective buyer? He would 
then have a reasonable time to study an 
issue before the official release date and 
decide intelligently whether or not he 
wants to buy it. 

What harm would be done if a bond 
issue were discussed by a bond salesman 
with his customer before the official re- 
lease date? The salesman might then 
conceivably be of some service to the 
buyer in pointing out details of interest, 
instead of being merely the medium 
through which a customer places an 
order. In the main, bond buyers will 
give their orders to the salesmen and 
the houses who best serve them. There 
is no other basis on which a permanent 
and satisfactory business relationship 
may be built up and retained. 
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R the fourth successive month the 
eo building and loan associa- 
tions of the country in July made more 
han $10,000,000 available for mort- 
gage credit to home-owners, the United 
States Building and Loan League re- 
ports. July advances by these institu- 
‘ions registered a new high for 1936, 
being estimated on the basis of reporting 

,sociations at $114,626,000 to some 
31,500 different borrowers. The increase 
over June was 4.03 per cent. 

Of all purposes, the greatest per- 
entage of increase was shown in the 
aedit granted for the construction of | 
new homes, amounting to $32,421,000 
jor the building of 10,000 dwellings. | 
The increase from the previous month | 
was 14.7 per cent. 


Morton Bodfish, executive vice-presi- | 


dent of the League, indicates that the | 


loan business of the associations is be- | 


ginning to gather momentum from it- 
self. 


“All of the attempts to force a re- | 


Mortgage Credit 


again that people buy and build houses 
when the time is ripe according to their 
own conception of things, and not for 
any other reason.” 

Loans for the purchase of existing 
homes continue to play an increasing 
part in the total credit advanced by the 
associations, he emphasized. They to- 
talled $34,500,000 in July as contrasted 
with $32,000,000 in June. Moderniza- 
tion and repair loans also continued 


their qenee from June to July, show- 


ing an increase of 7.2 per cent and a total 
volume of $8,307,000. It was empha- 
sized that very little of this moderniza- 
tion credit has been advanced under 
provisions of Title I of the National 
Housing Act. 

“Accustomed to making moderniza- 
tion loans and to judge risks for many 
decades the associations do not look © 
upon such additional guarantees as nec- 
essary for their safety,” the League’s 
announcement said. 


vival in construction and real estate | 
transfers by lowered rates, by super- | 
abundance of credit, or by just plain | 
talking people into it proved unsuccess- | 
ful as long as there did not exist this | 
justified interest in proprietorship and 
ownership which is really being felt | 


today,” he said. “ The past few months’ 


performance has demonstrated once 


300 YEARS 


James B. Conant, Harvard’s 
president, entertained leaders 
in many fields at his univer- 
sity’s tercentenary program 
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E rapid expansion of bank loan 
functions through the development 
of personal loan departments, di- 
rect automobile loan departments and 
the like has laid banks open to the 
danger of the duplicate borrower. In 
many instances, of course, the individ- 
ual who already has an unpaid bank 
loan somewhere in the community, or 
who has endorsed too many notes for 
friends, is stopped by the credit depart- 
ment before he can get another bank 
loan or act as surety for some other loan 
applicant; but in many cities this is 
more the result of chance than anything 
else. If a person purposely conceals 
some essential of his financial back- 
ground, there is at least a possibility 
that his deceit will be successful. 

Recognizing this situation, several 
clearinghouses, notably those in Dallas 
and Cleveland, have long operated cen- 
tral files where loans made by member 
banks are indexed. In their broader as- 
pects these files operate like any central 
credit bureau. For example, John Jones 
walks into the First National and ap- 
plies for a personal loan of $400. He 
gives as endorsers John Brown and 
John White. As a routine in checking 
the credit of these three individuals the 
First National queries the clearing- 
house and learns that the clearinghouse 
has no record on any of them. Then as 
the other credit factors given on the ap- 
plication are satisfactory, the loan is 
made. This is reported to the clearing- 
house on a daily call sheet and the 
clearinghouse indexes the names of the 
three individuals involved to the extent 
of their respective obligations. 

Assume, then, that the following 
week John Jones goes into the Second 
National as an endorser on a loan which 
has been applied for by John White, one 
of the endorsers on the earlier transac- 
tion. Neither makes any comment in 
his credit statement of the First Na- 
tional’s loan. But the clearinghouse has 
al! this information and when the Sec- 
ond National queries it, it replies that 
another bank in the city (the name of 

the bank involved is held in confidence 
by the clearinghouse unless express 
permission is given to divulge it) has 
made a loan of $400 to John Jones and 
that John White is acting as an endorser 
for a similar amount. As none of this in- 
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Protection of Small Lenders 


By JOHN FARNHAM 


formation was contained in the credit 
information furnished the Second Na- 
tional, the loan would, of course, be de- 
nied. However, had it not been for the 
central file at the clearinghouse, the 
loan might have gone through. At least, 
the attempted fraud would have been 
harder to uncover. 

Now take the case of Henry Smith. 
In business, he obtained a small un- 
secured loan at the First National sev- 
eral years ago. He paid off $200, leaving 
a balance of $250. This he failed to pay 
when he went out of business. He had 
no property to attach and the First 
National charged the loan off without 
taking legal steps to collect it. Periodi- 
cally it sent Henry Smith notices, but 
that was about all. Smith managed to 
make a living and not much else and 
then he got enough cash together to 
make a down payment on an automo- 
bile. He had a few credit references— 
his grocer, the laundry and a dry goods 
store—these were fairly good and he 
gave them to the Second National when 
he applied for an automobile loan. 

On the strength of his references, the 
down payment he was making and the 
value of the car he was buying, it is 
probable that the Second National 
would have made him the loan, but be- 
yond these things was the clearing- 
house. Smith had forgotten to mention 
his long overdue loan at the First Na- 
tional, but the clearinghouse knew all 
about it and when the Second National 
called it was passed along. Henry Smith 
did not buy a new car. 

The mechanics of handling such a 
system of central loan files is simpler 
than it sounds. First, the member bank 
reports each day the loans that it has 
made showing the amount and the 
name of the borrower and the endorsers 
of the paper, if any. The clearinghouse 
takes this information and breaks it 
down, for the sake of convenience, on 
colored file sheets. Thus loans of $1,000 
or over go on one color, those under 
$1,000 on another and those endorsing 
the paper on a third. These are filed 
alphabetically by name, although a 
numerical and index system could be 
used. 


Then, as loans are paid, the member 
banks report this and the Clearinghouse 
file is corrected accordingly. Also, at 
intervals during the year the Clearing. 
house queries member banks on their 
outstanding loans. This information js 
checked against the file which is thus 
proved for errors and omissions, which 
might otherwise develop over a period 
of time. As an added service to banks 
the clearinghouse can, where more than 
one member bank is extending credit to 
a single borrower, report changes in the 
borrower’s credit as they occur. Thus, if 
the ABC Company owed First Bank 
$1,000, Second Bank $1,500 and Third 
Bank $2,000 and then reduced the loan 
to First Bank to $500, Second and 
Third Bank would be advised of the 
fact. However, such a service as this js 
not an essential of the system. 

Of course, a clearinghouse loan index 
of this sort is not a credit file. The in- 
terest of the clearinghouse in a loan 
ends when the loan is paid. When the 
member bank reports that a loan has 
gone off its books, the sheet covering it 
comes out of the clearinghouse file and if 
another member calls the next month 
he is merely told that the clearing- 
house has no record of any current bor- 
rowing. To follow any other course 
would, sooner or later, turn the average 
clearinghouse into a credit bureau. 
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Protection of Small Borrowers 


By ROLF NUGENT 


N MY two previous articles in 
| BANKING, personal loan depart- 

ments were discussed from thestand- 
point of competing institutions in the 
«sumer credit field and from the 
dandpoint of stockholders of banks. 

The personal loan department, how- 
wet, must be appraised also from the 
dandpoint of the public. The distinction 
between the interests of the public and of 
sockholders does not imply that these 
interests are either mutually exclusive 
or conflicting. On the contrary, the in- 
terests of both groups taken as a whole 
are identical. 

The principal interest of the public 
in the operation of banks has been to 
protect depositors and to assure an am- 
ple supply of commercial credit. There 
yas little need to protect borrowers be- 
causecustomary credit standards tended 
to restrict bank credit to those who 
B were well able to take care of them- 
selves. Moreover, in the field of com- 
mercial credit, competition was a more 
elective price regulator than statutory 
restrictions. Personal loan departments, 
however, by relaxing credit standards 
and charging higher rates, brought 
banks into a field in which the state has 
historically attempted to protect bor- 
rowers, 

There can be little question of the de- 
sirability of allowing banks to charge as 


high a rate as is necessary to permit 
personal loans to be made profitably. 
On the one hand, banks can secure 
funds at a lower cost than any other 
type of credit institution, and they are, 
therefore, equipped to give the best 
possible terms to borrowers. On the 
other hand, there is ample evidence 
that personal loans, when carefully 
made, are as safe and as liquid as most 
other categories of bank assets, and 
there would appear to be no special 
dangers to depositors in personal loan 
department operation. 

What, then, are the conditions under 
which the privilege of conducting a per- 
sonal loan business should be granted 
to banks? What type of protection is 
necessary to the public? In the opinion 
of the writer, there are four principles 
which might, in the public interest, be 
included in enabling legislation for per- 
sonal loan departments: 

First, the privilege of making per- 
sonal loans should be dependent upon 
specific authorization by the banking 
commissioner and should be subject to 
revocation of such authorization for 
cause. It would be destructive for all 
banks in any community to attempt to 
operate a personal loan department. 
Large volume is necessary to profitable 
operation at reasonable rates, and there 
is not enough demand for each to secure 
a satisfactory volume. For this reason, 
limitation of the number of banks en- 
gaged in this business will facilitate 
rather than impede competitive reduc- 
tions in charges. Before granting au- 
thorization to any bank, the commis- 
sioner should ascertain that the bank is 
ready to equip itself to handle personal 
loans properly; that it plans to continue 
in this field; that it has some conception 
of the costs, problems and responsibil- 


| ities involved; and that it has, or could 


readily attract, a clientele to whom 
the personal loan department would be 
useful. 

The second principle is that the busi- 
ness of the personal loan department 
should be segregated from other trans- 
actions. This is desirable not only for 
the purpose of examination, for which 
examiners assigned to industrial banks 


and credit unions might well be used, 
but also for the purpose of determining 
expenses and profits, and collecting 
other essential data. 

Banks should be restrained from 
operating personal loan departments 
as “loss leaders”. Income statements 
should be examined for excessive 
profits and further competition encour- 
aged where they exist. 

The third principle is that rates of 
charge should be stated in simple inter- 
est. 

Only in these terms can the price of 
a service which involves both amount 
and time be measured and compared. 
Long years of fruitless effort have made 
it clear that legislation can restrict the 
price of personal credit only within very 
broad limits, and legislatures have re- 
treated to a position which they can 
successfully defend, i.e., that the bor- 
rower who must or will pay higher rates 
of charge than those allowed by the 
usury laws shall be informed of the cost 
in the clearest and most readily com- 
parable terms. This has been a funda- 
mental principle of small loan legisla- 
tion in the United States. It is equally 
sound for personal loan departments. 

The fourth principle is the limitation 
of fines. In one sense, this is a corollary 
to the principle of full disclosure of rates 
of charge. Fines are seldom advertised; 
yet for some personal loan departments 
they represent a large part of the in- 
come, and, therefore, a large part of the 
cost to the borrower. In the final analy- 
sis, fines are additional interest. If they 
are severe, the interest rate may be un- 
conscionable. By loading all costs of 
delinquency and collection pressure 
upon the delinquent borrower, it is quite 
possible to reduce the stated charge for 
personal loan service to a relatively low 
figure. Unless this possibility is modified 
by legislation, there is a competitive 
advantage in reducing rates quoted for 
service and in loading costs more and 
more heavily on delinquent borrowers. 
If delinquencies were caused only by 
the borrowers’ carelessness, this tend- 
ency would not be so dangerous. But 
many delinquencies are caused by care- 
less lending or by family emergencies. 
To load borrowers with greater burdens 
under these circumstances has disas- 
trous social results. 
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UTHORIZATIONS and commit- 
ments of the Reconstruction Fi- 
nance Corporation in the recovery 
program to August 31, including dis- 
bursements of $859,925,343.23 to other 
governmental agencies and $1,799,982,- 
652.40 for relief, totaled $11,308,722,- 
497.04. Of this sum, $1,223,111,476.98 
had been canceled and $1,052,902,- 
040.01 remained available to the bor- 
rowers and to banks in the purchase of 
preferred stock and capital notes. 


R.F.C. Financing 


The relief disbursements included 
$299,984,999 advanced directly to 
states by the corporation, $499,997,- 
653.40 to the states upon certification 
of the Federal Emergency Relief Ad- 
ministrator, $500,000,000 to the Fed- 
eral Emergency Relief Administrator 
under provisions of the Emergency Ap- 
propriation Act of 1935, and a similar 
amount under last year’s Emergency 
Relief Appropriation Act. Of the total 
disbursements, $6,230,164,766.32 was 


The Value of the 
Right Connections 


The banking connections of Mercantile- 
Commerce cover the United States and 
include the principal cities abroad. 
Commercial customers of the bank are 
nation-wide in scope. Through these 
carefully selected sources, accurate 
banking, business and credit information 
is readily compiled and made quickly 
available. 


It is particularly true that the quality of 
the connections of Mercantile-Commerce 
enables this bank to render a valuable 
service to correspondents. Items are 
handled efficiently. ..inquiries promptly 
and authoritatively answered. The range 
and quality of such connections has 
long been a distinguishing feature of 
Mercantile-Commerce service. 


Mercantile-Commerce 


Bank and Trust Company 


Locust ~ Eighth~ St. Charles 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


expended for activities of the Corpora- 
tion other than advances to govern. 
mental agencies and for relief, and 
of this sum $4,169,013,179.63, or 
approximately 67 per cent, had been 
repaid. 

Loans authorized to 7,467 banks and 
trust companies aggregated $2,471. 
018,363.70, of which amount $437. 
105,255.22 was withdrawn or canceled 
$71,665,241.20 remained available to 
the borrowers, and $1,962,247,867.2 
had been disbursed. Of this latter sum 
$1,723,998,393.83, or 88 per cent, had 
been repaid. 

Authorizations had been made for 
the purchase of preferred stock, capi- 
tal notes and debentures of 6,730 banks 
and trust companies aggregating $1, 
271,567,864.41, together with 1,12 
loans aggregating $23,422,755, to be 
secured by preferred stock—a total 
authorization of $1,294,990,619.41. Can. 
cellations or withdrawals amounted to 
$110,423,285.77 and $115,023,730.41 
remains available to the banks when 
conditions of authorizations have been 
met. 


LOANS TO BANKS 


LOANS had been authorized for distri- 
bution to depositors of 2,687 closed 
banks totaling $1,230,540,763.77. Of 
this amount $256,529,950.87 had been 
canceled or withdrawn and $63,061, 
717.89 remained available. 

Under the provisions of Section 5 
(d), which was added to the R.F.C. 
Act on June 19, 1934, the corporation 
had authorized 1,783 loans to industry 
aggregating $119,924,962.34, of which 
$29,448,538.43 was withdrawn or can- 
celed and $32,411,899.56 remained 
available to the borrowers. In addi- 
tion, the corporation authorized, or 
agreed to, purchases of participations 
aggregating $17,735,089.56 in 338 busi- 
nesses, $5,334,076.51 of which was 
withdrawn or canceled and $6,949; 
168.93 was still available. 

The corporation had purchased from 
the Federal Emergency Administra- 
tion of Public Works 1,553 issues of 
securities having par value of $446; 
961,384.47. Of this amount securities 
of $276,121,659.47 par value were sold 
at a premium of $8,994,484.73. Others, 
with par value of $28,629,975, pur 
chased from the Federal Emergency 
Administration of Public Works, wert 
subsequently collected at a premium 
of $25,556.25 and $142,209,750 in such 
securities was still held. 
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Life Insurance Investments 


E chief characteristic of life in- 
es companies’ investment pol- 
iat the present time is a turn to se- 
nities rather than mortgages as the 
die source of income. Policy loans are 
gil high and there is an increase in the 
;stitutions’ holdings of acquired real 
estate. 

The total admitted assets of the 49 
wmpanies reporting to the National 
jgociation of Life Insurance Presi- 
ents, covering about 92 per cent of the 
ssets of all life insurance companies in 
ihe United States, amounted at the be- 
ganing of the year to $21,350,000,000, 
ompared with $20,050,000,000 at the 
gst of 1935. The distribution of these 
involves several important changes 
sscompared with previous years, all of 
rhich are in the direction above indi- 
ated. 

Normally bonds and mortgages con- 
situte approximately 80 per cent of the 
wmpanies’ total assets and usually 
the respective commitments in either 
cass of investments vary in inverse 
ntio. Since the beginning of the busi- 
wss depression, however, policy loans 
and other items have had an increasing 
part in the total assets and the inverse 
ratio of mortgages and bonds has not 
en consistently maintained. The high- 
et percentage of assets in mortgages 
mas in 1927, when the proportion was 
431 per cent—15 per cent in farm 
mortgages and 28.1 per cent in urban 
obligations. At that time the proportion 
ofassets in bonds and stocks of all sorts 
was 37.8 per cent, which represented 
a considerable drop from previous 
years, 

With the decline in mortgage holdings 
which set in after 1927, bond and stock 


holdings, the latter mostly preferred 
or guaranteed shares, started to increase 
after remaining stationary for a year or 
two. By the beginning of 1935 the pro- 
portion had risen to 42.6 per cent and 
by January 1 last to 47.3 per cent, the 
highest in the history of the companies 
except as indicated in a partial record 
for 1906 when the proportion was 50 
per cent. 

Whereas holdings of acquired real es- 
tate during the height of the mortgage 
lending in 1926-1928 ranged around 
$250,000,000, the holdings reported as 
of the beginning of the current year 
were valued at $1,905,000,000. Farm 
mortgages have been decreasing stead- 
ily since 1927. Urban mortgages in- 
creased steadily until 1931; there has 
since been a steady decrease. 

Policy loans which ranged below 
$2,000,000,000 before 1929 amounted 
to $3,419,000,000 in 1933. There has 
since been some decrease. In the past 
two years these general tendencies noted 
during the depression have been more or 
less stabilized with some moderate but 
significant changes. The distribution of 
assets as reported for the two years is 
shown in the accompanying table. 

Increased investments in state and 
municipal securities and in public utility 
issues are in line with general invest- 
ment policies of most financial institu- 
tions, as well as endowments, trust 
funds and general institutional buying. 
The change most likely to cause notice 
is the increased holdings of Government 
securities. The actual holdings of these 
issues at the beginning of this year were 
reported at $2,502,000,000, compared 
with $1,468,000,000 at the beginning 
of 1935. 


Investments of Reporting Life Insurance Companies 


JANUARY 1 EACH YEAK 
(millions of dollars) 


TOTAL—1935 


State and Municipal bonds. . . 
bonds 


ic Utility securities 
Other stocks and bonds 


PERCENTAGE OF 
ALL ASSETS 


PERCENTAGE OF 


TOTAL—1936 ALL ASSETS 


100.0 $21,350 


At 


both efficiency 
and distinction 


bronze & gold 


No. 2242 
Price $13.50 


F aries 
Guardsman Junior 


This lamp, designed especially for executive 
office or home study use, exceeds by 50% the 
accepted standards of efficiency for this type 
of lighting. Its strong, mellow, re-directed light 
is restful to overworked eyes. The illumination 
is properly distributed over the entire working 
area, and is of such texture as to eliminate both 
glare and shadow; features possible only with 
our specially designed reflector and luminaire. 
The Guardsman lamps—not only super-effici- 
ent, but beautiful and distinctive as well—make 
fitting companions for the busy executive who 
demands both quality and efficient service. 


Let the Guardsman guard your eyesight 
against strain, glare and fatigue. 


FARIES MANUFACTURING CO. 
DECATUR, ILLINOIS 


Please send me full details about the Guardsman line of 
executive office lamps. 


NAME 


HIS counter counts and 

tubes coins quickly and ac- 
curately. It is transparent. You 
can see a slug immediately. It 
puts the coins into the tube in a 
second and does the work more 
accurately than a mechanical 
counter. 


75c¢ per thousand 
lc- S5c- 10c- 25c- 50c- sizes 


Made in le—Se Write for prices in large lots 


$1.50 ea. 
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ABBOTT LABORATORIES AND SUBSIDIARY 


North Chicago, Illinois 
CONSOLIDATED BALANCE SHEET 


June 30, 1936 


ASSETS 
Current: 


Marketable securities — at quoted market prices 
ustomers accounts and other receivables 
Less allowance for doubtful, etc. 


Inventories — at the lower of cost or market. 


Sundry receivables and investments 

Notes and accounts receivable from employees 
Notes and accounts receivable from 4,260.17 
Notes and accounts receivable for stock 39,526.12 
Deposits in closed banks — less $35,000.00 reserv: 27,149.61 
Land, buildings and equipment — at cost $2,669,562.35 

Less allowance for depreciation 827,904.03 1,841,658.32 


Supplies and prepaid expenses 165,688.02 
Trad 1.00 
1.00 
1.00 
$6,890,170.87 


$446,489.88 
781,037.71 
1,256,344.97 
2,142,771.62 $4,626,644.18 


115,160.75 
70,080.70 


Current: 

Notes payable 

Accounts payable and accrued expenses 
Due trustees of employees fund 

Federal income tax provision (Note A) 


Deferred income 
Capital stock and surplus: 
Capital stock 
Common stock — no par value 
Authorized and issued 200,000 shares (Note B) 


$879,061.11 
2,924.31 


$4,440,000.00 
Surplus 1,568,185.45 6,008,185.45 
$6,890 ,170.87 
Note: (A) This being an interim statement, no provision has been made for possible Federal surtax on 
undistributed net income which may be payable for the calendar year 1936. 
(B) Authorization increa: to 1,000,000 shares by resolution of the stockholders on July 14, 1936. 
Number of shares issued increased to 600,000 by three for one split-up on July 21, 1936. 


CONSOLIDATED INCOME AND SURPLUS SUMMARY 
Six months ended June 30, 1936 


He profit before financial income, depreciation and Federal income tax 


$816,392.65 
nterest, dividends and other income 


22,838.43 


$839,231.08 
Deductions: 


Depreciation $43,465. 


28 
Federal income tax — less prior year adjustment (See footnote) 118,195.00 161,660.28 


NET INCOME TO SURPLUS $677.570.80 
Surplus January 1, 1936. 1,207 428.88 
Profit realized on securities sold... $19,550.46 
Increase in market value of securities on hand 3,518.86 23,069.32 
$1,908,069.00 
Dividends ay $489,665 


1665.30 
Less provided for in prior year 149,781.75 339,883.55 
SURPLUS — June 30, 1936 $1,568,185.45 


This being an interim statement, no age = has been made for possible Federal surtax on undistributed 
net income which may be payable for the calendar year 1936. 
ERNST & ERNST 


Certified Public Accountants. 


ORE AND MORE Banks 
are availing themselves of 
Seaboard’s banking facilities. 
Efficiency, experience, sound judgment, 
cooperation and understanding are essentials 
in being a bank for banks. 


SEABOARD NATIONAL BANK 


Los Angeles, California 


= 


Do your Directors Know of BANKING’S Group Subscription Plan? 


AN analysis made by the National 
Industrial Conference Board Shows 


that science and invention have cop, 
tributed to the creation of employment 
opportunities, not only in manufactur. 
ing but also in the fields of distribution 
and service. 

; The Board’s investigations show that 
in 1933 there were 743,266 full time and 
93,022 part time workers—a total of 
836,288 persons—who were engaged in 
separately classified occupations re. 
lated to the sale, maintenance or repair 
of products developed by invention 
during the past half century. These 
figures do not include all of the ney 
employment opportunities in connec. 
tion with service and distribution, for 
the available data are incomplete. 

New products have been responsible 
for a large number of new jobs in retail 
trade. In 1933 there were 453,438 full 
time and 71,639 part time workers in 
new types of retail establishments, 
These people, who do not include de. 
partment store employees selling such 
articles as cameras, radios and electric 
refrigerators, represented 16.8 and 98 
per cent of the total number of full and 
part time employees, respectively, en- 
gaged in all branches of retail distribu. 
tion. 

The automobile has been responsible 
for the creation of employment oppor- 
tunities for more than 570,000 workers 
in addition to those engaged in the 
manufacture of motor vehicles, the 
Board estimates. There were also 108, 
804 persons employed in the wholesale 
distribution of petroleum in the year 
1933. The oil business, although not, 
strictly speaking, a new industry, owes 
its development largely to the invention 
of the motor car. 


Insurance 


Advertising 


RTHUR A. FISK, advertising ma0- 
ager of the Prudential Insurance 
Company of America, was elected pres! 
dent of the Insurance Advertising Con- 
ference at that organization’s 14th a 
nual convention held in September at 
Rye, New York. Mr. Fisk, who is also 
chairman of the insurance group of the 
Association of National Advertisers, 
succeeded Clarence A. Palmer, adverts 
ing manager of the Insurance Compaty 
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of North America, as head of the con- 
ference. 

Ray C. Dreher, advertising manager 
of the Boston Insurance Company, was 
chosen vice-president, and Arthur H. 
Reddall, advertising manager of the 
Equitable Life Assurance Society, was 
reelected secretary-treasurer. 

HE. Taylor, advertising manager of 
the American Insurance Company, 
Newark, New Jersey, and David W. 
Gibson, director of public relations, 
Maryland Casualty Company, Balti- 
more, were made members of the execu- 
tive committee. 


Bank Women 


HE Association of Bank Women, at 
its 14th annual convention held in 

San Francisco, September 18-22, elected 
as president Miss Anne Houstoun Sad- 
ler, assistant secretary, The Bank of 
the Manhattan Company, New York. 

Other new officers are: vice-president, 
Miss Mabel D. Robson, manager, 
women’s department, First National 
Bank, Atlanta, Georgia; recording sec- 
retary, Miss Lillian M. Russ, assistant 
trust officer, Troy Trust Company, 
Troy, New York; corresponding secre- 
tary, Miss Mabel F. Thompson, di- 
rector, service department, Union Dime 
Savings Bank, New York; treasurer, 
Miss Sarah J. MacLeod, director, home 
economics bureau, Society for Savings 
in the City of Cleveland. 

The convention approved an amend- 
ment to the association by-laws in- 
creasing the number of regional divi- 
sions to eight from seven. Each division 
is presided over by a regional vice-presi- 
dent, to which offices the following were 
elected: 

New England: Miss Alice F. Sheehan, 
vice-president, Mechanics National 
Bank of Worcester, Worcester, Massa- 
chusetts. 

Middle Atlantic: Miss Elizabeth S. 
Grover, manager, women’s department, 
42nd Street Branch, Chase National 
Bank, New York. 

Southern: Miss Harriet McSwean, 
manager, savings department, City 
National Bank, Selma, Alabama. 

Midwest: Mrs. Mary L. Bridwell, 
director, women’s bank service, Iowa- 
Des Moines National Bank & Trust 
Company, Des Moines, Iowa. 

_Lake: Miss Gertrude M. Jacobs, as- 
sistant cashier, Marshall & Ilsley Bank, 
Milwaukee, Wisconsin. 

Southwest: Mrs. Agnes Bass Shinn, 
president, The Security Bank, Harri- 
son, Arkansas. 
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ADEQUATE insurance on business properties is 
an indication of wise management — the type of 
management that should influence favorably the 
extension of bank credit. 


Bankers who investigate the insurance coverage 
of loan applicants and find policies issued by com- 
panies in the Pearl-American Fleet may rest assured 
such protection is in sound, progressive insurance 
companies with ample reserves. 


PEARL-AMERICAN FLEET 


Pearl Assurance Co., Ltd., of London 
Eureka-Security Fire & Marine Insurance Co. 
Monarch Fire Insurance Co. 


New York Cleveland Chicago 
Philadelphia Cincinnati San Francisco 


FIRE TORNADO INLAND MARINE AUTOMOBILE 


R. G. RANKIN & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 


Examinations 
of 
Banks and Trust Companies 
for 


Directors Committees 


NEW YORK 
CHICAGO WASHINGTON 


Western: Miss Mildred Roberts, as- | 
sistant cashier, Citizens National Trust 
ationa ‘osting counting - 
Savings Bank, Los Angeles, Cali 
ornia. 


| business. State serial numbers and low- 
Northwest: Miss Bertha P. Singer, || ¢st possible price when writing. 
manager, women’s department, First | Reply, BANKING, Box W 


National Bank, Portland, Oregon. | 
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National Bank Loans 
and Investments 


MANUAL OF Laws RELATING TO LOANS 
AND INVESTMENTS BY NATIONAT BANKS. 
American Bankers Association, New 
York, 1936. 100 pages. 50 cents. 


This manual was compiled by the 
Committee on National Bank Research, 
National Bank Division, American 
Bankers Association. It fills a need, says 
C. W. Allendoerfer, President of the 
Division, in the foreword, “for full and 
readily accessible information with ref- 
erence to the powers, restrictions, limita- 
tions, etc., of national banks in making 
loans and investments.” 

The manual has been prepared with 
the needs of the smaller banks in mind, 
since they obviously have greater dif- 
ficulty in answering their legal questions, 
the preface states. The book contains 
the full texts of most of the statutory 
provisions on loans and investments. 
These basic legal data are supplemented 
by the regulations of the Comptroller of 
the Currency and the Board of Gover- 
nors of the Federal Reserve System on 
loans and investments, all of which are 
included in the manual in full. 

A concise digest of the more impor- 
tant interpretations of the statutes by 
the courts, the Comptroller, or the 
Board of Governors is presented, along 
with much explanatory material and 
several concrete practical illustrations. 
For ready reference the material has 
been arranged in logical order, divided 
into six parts. A table of contents, com- 
plete index and a table of statutory 
references are also provided. 

The technical work was done by the 
Legal Department of the Association, 
under the supervision of the Committee 
on National Bank Research, of which 
William F. Augustine, vice-president, 
National Shawmut Bank, Boston, is 
chairman. 


The Lion’s Share 


PuBLIc Finance. By Alfred G. Buehler. 
McGraw-Hill Book Company, New 
York, 1936. 632 pages. $4. 


Dr. Buehler, associate professor of 
economics at the University of Ver- 
mont, writes for college classes in public 
finance and for general readers seeking 
an introduction to the subject of gov- 
ernment financing. He covers com- 
prehensively the fields of taxation, 
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borrowing, spending and the fiscal or- 
ganization of governments. Federal, lo- 
cal and state expenditures are considered 
in separate chapters, and borrowing is 
handled in the same manner. 

Several chapters are devoted to taxa- 
tion in its many phases, including the 
shifting, incidence and distribution of 
taxes, and various general forms of lev- 
ies. Economic and social aspects of pub- 
lic spending, national, state and local 
enterprises, and budgetary procedure, 
are among the other subjects covered. 
American conditions and problems re- 
ceive primary consideration. 


Evolving Reserve System 


Tue A B C oF THE FEDERAL RESERVE 
System. By Edwin Walter Kemmerer. 
Princeton University Press, 1936. $2.50. 
288 pages. 


The tenth revised edition of Dr. 
Kemmerer’s book brings this well- 
known commentary up to mid-Sum- 
mer, 1936. It is interesting to note that 
almost simultaneous with its publica- 
tion, reserve requirements were raised 
by the Board of Governors, a coinci- 
dence that lends emphasis to the au- 
thor’s own observation that it has been 
difficult to keep up to date a description 
of the Federal Reserve System because 
of its vigorous growth and rapid adapta- 
tion to a changing environment. 

This evolutionary process explains 
why the present edition’s text is nearly 
three times as long as that of the first 
edition, which appeared in 1918. In 
fact, it is more than 65 per cent longer 
than that of the ninth edition, published 
four years ago. 

The reason, of course, is in the nu- 
merous changes that have occurred in 
the country’s banking structure since 
1933. To these comparatively recent 
developments Dr. Kemmerer gives due 
attention. He devotes a chapter to the 
reorganization of the System during 
the early years of the depression, cover- 
ing the Glass-Steagall Act, the banking 
difficulties of 1933, and the attendant 
emergency legislation. In a subsequent 
chapter he takes up the Banking Act of 
1933, the gold purchase plan, the Silver 
Purchase Act of 1934, deposit insurance 
and other financial matters prior to the 
Banking Act of 1935. The latter he dis- 
cusses in a separate chapter, together 
with the problem of excess reserves. 

Dr. Kemmerer’s appraisal of the Sys- 


New Books 


tem’s present status is reserved for the 
final chapter. He believes that although 
the effect on the System of the Glass- 
Steagall Act, the Gold Reserve Act, the 
Silver Purchase Act, the Banking Act 
of 1935 and other recent laws cannot ac. 
curately be foretold, it is nevertheless 
certain “that the effectiveness of the 
system’s control over the credit struc. 
ture of the nation has been seriously 
impaired.” 

“The monetary legislation of the past 
four years,” he says, “has so weakened 
the powers of the federal reserve system 
in the fields in which a central bank 
usually operates, except in its réle as 
fiscal agent of the government, that it 
has been prevented from functioning in 
a normal and effective way. Its proper 
powers have been extensively taken 
over by the government, and it is no 
longer fair to hold the system respon- 
sible for performing the usual functions 
of a central bank.” 

The future value and usefulness of 
the System, Dr. Kemmerer finds, “will 
depend in large measure upon the free- 
dom with which it is allowed to operate 
and the restraint with which the Treas- 
ury uses the very great monetary pow- 
ers now lodged in its hands. If the 
Treasury gradually withdraws from the 
field of direct currency and credit con- 
trol, the federal reserve system may 
well continue its evolutionary develop- 
ment and render even more valuable 
service to the nation in the future than 
it has in the past. If the Treasury con- 
tinues to eclipse the federal reserve 
system, however, and uses its powers in 
behalf of unduly low interest rates and 
of currency and credit expansion, the 
reserve authorities will be relatively 
helpless witnesses of the result.” 


The Blue Book 


RAND MCNALLY BANKERS DIRECTORY. 
Published by Rand McNally & Com- 
pany, Chicago, 1936. 2437 pages. $15. 


This is the final 1936 edition of the 
Blue Book, containing essential infor- 
mation about every bank in the United 
States and foreign countries. Bank 
statements as of June 30 and later are 
broken down into 11 items, making 
them easily understandable. Officer and 
director lists for 1936 are also given, as 
well as bank transit numbers. All data 
are arranged in 18 parallel columns. 
F.D.I.C. membership is indicated. 
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Two of the special features are a se- 
lected list of investment dealers and a 
five-year list of bank titles which have 
jeen discontinued. 

The nearest bank to every non-bank 
town is given in a separate section. All 
information on the various Government 
banking agencies, Federal Reserve banks, 
and bank association officials and head- 
quarters, is especially indexed. 


When Is Inflation? 


Trminc. By Donald G. 
Ferguson and Allen H. Lester. Ameri- 
can Institute for Economic Research, 
Cambridge, Massachusetts, 1936. 64 


pages. $1. 

Here is a piece of research, supple- 
mented by numerous charts, which dis- 
closes the timing of inflation’s progress 
and selects the significant warning symp- 
toms of its explosive phase. The study 
isbased on the German, French, Ameri- 
can Civil War, World War and “New 
Era” inflations. 

Inflationary progressions are divided 
into three phases: the early stage, 
“characterized by a tendency for the 
eects which might be anticipated to 
lag far behind the degree of inflation 
developed”; the critical stage, or “the 
period during which the rate of reaction 
to inflation turns sharply upward”; 
and, third, the explosive stage, which 
is the period when “speculation be- 
comes virtually uncontrollable, or a 
fight from the monetary unit is under 
way.” 

The authors say “‘it is believed quite 
certain that we are still in the early 
stage of the New Deal inflation. When 
we shall enter the Critical Stage is not 
yet apparent, and there appears to be 
no method of forecasting it with ac- 
curacy. That it will come, there seems 
not the slightest reason to doubt. 

“The possibility of a budget contin- 
ually balanced does not mean that the 
dangers of inflation will be passed,” 
Messrs. Ferguson and Lester continue. 
“France actually had a budget surplus 
in 1926, and the deficit during 1925 was 
negligible in amount, yet the Explosive 
a of inflation in France came in 

6. 

“It is also impossible to predict at 
this writing whether or not the inflation 
tow under way will include an Explo- 
sive Stage. It may be that we shall be 
spared through a greater application of 
the wisdom to be gained from the 
world’s experience, available to us for 
the reading.” 

Taking into consideration the various 
factors that will tend to increase excess 
Teserves of member banks, the authors 
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find it apparent that in the course of 
another year or so “from three to four 
billion dollars may be added to excess 
reserves,” a figure far greater than the 
amount by which these reserves can be 
reduced “through increased reserve re- 
quirements and the sale of securities by 
the Federal Reserve banks.” Also, there 
is already in the channels of business 
“a substantial amount of inflationary 
purchasing power” which must have 
its effects. 

“Only a deflation of some magni- 
tude,” the pamphlet concludes, “can 
remove this inflationary purchasing 
power from circulation, a step which is 
hardly likely to be inaugurated by 
either political party.” 


Briefly on Fire Insurance 


BENEATH THE SuRFACE. By A. J. Roe. 
Mutual Research Bureau, Seattle, Wash- 
ington, 1936. 45 pages. 75 cents. 


The subtitle of this booklet reads: 
“A brief study of underlying fire in- 
surance facts and some observations for 
the discriminating insurance buyer.” 
The author’s purpose is to explain cer- 
tain fundamental differences in the 
principles and operating methods of 


stock and mutual fire insurance com- 
panies, and to present his subject in a 
fair and unbiased manner. 

The discussion is based largely on 
the experience of 50 leading stock com- 
panies and the same number of mutual 
concerns, in the 10 years to 1934. 

“Long experience has conclusively 
demonstrated the fact,” Mr. Roe says, 
“that mutual companies as a class re- 
quire a much smaller part of their 
premium dollar for payment of losses 
than do the stock companies. This can 
be attributed only to a greater degree 
of discrimination in the selection of 
their policyholders.” In considering the 
investment factor he finds that the 
stock companies rely principally upon 
investment operations for earnings with 
which to pay dividends, whereas the 
chief source of the mutuals’ income is 
their underwriting. 

“Both the investment and under- 
writing operations of the stock com- 
panies,” the author states, “display a 
marked tendency to fluctuate widely 
from year to year. The experience of 
the mutual companies, on the contrary, 
is remarkably uniform in both respects 
throughout the period.” 

(CONTINUED ON NEXT PAGE) 
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AMERICAS 
INDUSTRIAL CENTER 


HEN corporations and in- 


dividuals move from your 


city to the Newark territory, 


give them a letter of introduc- 


tion to New Jersey’s largest bank. 


— 


FIDELITY UNION 
TRUST. COMPANY 


NEWARK E ORANGE 


MEMBER...FEDERAL REGERVE SYSTEM.... 
FEDERAL DEPOSIT INSURANCE CORPORATION 


CANADIAN PACIFIC EXPRESS COMPANY 
TRAVELLERS CHEQUES PAYABLE IN 
UNITED STATES DOLLARS ARE REDEEM- 
ABLE AT PAR BY THE NATIONAL CITY 


BANK OF NEW YORK, NEW YORK. 


CANADIAN PACIFIC 
EXPRESS COMPANY 


(Owned by Canadian Pacific Railway Company) 


Transportation 


A NATIONAL TRANSPORTATION Poucy 
By C. S. Duncan. D. Appleton- 


Cent 
Company, New York, 1936, 3 a 
$3. 


15S pages 


Dr. Duncan is economist for the Assgo- 
ciation of American Railroads. In this 
book he considers the five great agencies 
of transportation—railways, highways 
waterways, pipelines, and airways— 
and shows that revenues from the avail. 
able traffic cannot sustain all the facil. 
ties they offer. Their economic situation 
requires careful and systematic read. 
justment in the national interest. 

Some progress toward a national pol- 
icy has already been made, the author 
finds, but it has been difficult to appre. 
ciate the essential interrelationship of 
the various agencies and consequently 
each has been handled separately and 
independently. Dr. Duncan believes, 
among other things, that private owner. 
ship and operation of railroads should 
be “preserved and supported as an 
announced public policy”, that all other 
modes of transportation should be put 
on an equality with the railways as to 
rate regulation, operating safety and 
service, and self-sustaining basis, and 
that fair competitive conditions should 
be effected. 


Financial Paris 


Paris AS A FINANCIAL CENTRE. By 
Margaret G. Myers. Columbia Univer- 
sity Press, New York, 1936. 192 pages. 
$3. 


Dr. Myers describes in this book the 
principal financial institutions of Paris 
and tells how they have functioned 
since stabilization of the franc in 1928. 
The operations of the Bank of France, 
the unusual Caisse des Depots et Con- 
signations (“Fund for Deposits and 
Moneys in Litigation”’), and the French 
Treasury, are studied in detail, and the 
functions and methods of French banks 
are described. The author also discusses 
Paris as an investment center and ap- 
praises its short-term money market. 
The importance of the latter has always 
been subordinate to that of the invest- 
ment market, but Dr. Myers believes 
there is no real reason why Paris cannot 
develop one if there is enough demand 
for its facilities. 


F.H.A. Amortization 
Schedules 


A table of standard amortization 
schedules, prepared for the convenience 
of approved mortgagees, has been dis- 
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tributed by the Federal Housing Ad- | 


ministration. The table shows monthly 


payment to principal and interest, based | 
on 5 per cent interest, on mortgage | 
principles ranging from $1,000 to $10,- | 


000 for periods of 5 to 20 years. 


Amortization schedules for other than | 
the standard provisions will be specially | 
prepared in Washington and mailed as | 


soon as possible after a loan has been 
insured. 


The Administration, in its circular to | 
all approved mortgagees, says it plans | 
to have “the largest feasible number of 
these schedules printed so that they | 
will be immediately available to the | 


approved mortgagee upon insurance of 
a mortgage for a corresponding princi- 
pal amount and amortization period.” 


Robinson-Patman Act 


Cueck List OF THE POSSIBLE EFFECTS | 
OF THE ROBINSON-PATMAN AcT. By | 
Willard L. Thorp and Edwin B. George. | 
Dun & Bradstreet, Inc., New York, | 


1936. 22 pages. 
This pamphlet follows The Federal 


Trade Commission Decision in the | 
Goodyear Case which the same agency | 
published during the Summer, and is a | 
reprint, with additions, from the Dun & | 


Bradstreet Monthly Review. 


In distributing the check list the pub- | 
lishers point out that there is now in | 


circulation a mass of opinions and pre- 


dictions concerning the Robinson-Pat- | 
man Act. Many of them proceed from | 


differing interpretations of the law, and 
many are in conflict. 

The present booklet is an effort to 
assemble in condensed form the major 


possibilities of change in the trade prac- | 


tice field as they are seen in diverse 


quarters. A balanced and suggestive | 


picture of such possibilities, rather than 
a prophecy, is the aim. The pamphlet is 
offered with the thought that “when 
laid alongside a company’s own prac- 
tices it may assist executives in visual- 
izing a larger number of the potentialities 
they must take into consideration when 
deciding for or against particular policy 
adjustments.”’ More than 70 trade prac- 
tice areas are examined. 


Drought 


AGRICULTURAL WISCONSIN: EMERGENCY 
MEASURES AND PERMANENT POLICIES. 
Agricultural Committee, Wisconsin 
Bankers Association, 1936. 22 pages. 


This booklet contains several short 
articles outlining the projects sponsored 
this year by the Committee. Some are 
concerned with emergency measures for 
meeting the drought, and others deal 
with permanent policies. 
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All 
ASSOCIATED LUMBER MUTUALS 
Are Rated 


at 
Highest Rating Obtainable 


Lumber Mutual Fire Ins. Co. 
Boston, Mass 


Lumbermens Mutual Ins. Co. 
Mansfield, Ohio 


Pennsylvania Lumbermens Mutual Fire Ins. Co. 
Philadelphia, Pa 


Indiana Lumbermens Mutual Ins. Co. 


Indianapolis, Ind 


Northwestern Mutual Fire Assoc. 


Seattle, Wash 
MEMBER OF AMERICAN MUTUAL ALLIANCE 


COMBINED ASSETS COMBINED SURPLUS 
$23,353,943.41 LUMBER-:.-* $11,918,035.22 
MUTUALS: 


‘ 


COMPACT... 
SPEEDY... 
ACCURATE... 


FOR BANKS, 
BOND and 
INVESTMENT 
HOUSES 


and all who handle 


partial payment and other 
interest-bearing paper 


THE HEINZ INTEREST and 

DISCOUNT TIME TELLER has 

rescued thousands from 

$5.50, complete with stand. tedious grammar school 

$4.50 for Annual Replacement Pads. methods of figuring dis- 

count dates or the exact 

number of days between two dates. Every day of the year, all twelve months ap- 

pear before the eye. Current calendar dates in black, and consecutively numbered days, be- 

ginning at 1 (one) each day, in red, are enclosed in every date square. They show instan- 

taneously elapsed time and due dates. Holidays have special markings to prevent discount 

losses. Yearly pads, finely printed, are renewable annually. Pad size—9 x 7% open. Metal 
stand in olive green finish—rubber feet. Sample pages sent on request. 


HORDERSS Inc. 


231 S. Jefferson St., Chicago. Phone: FRAnklin 6760 
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The Value of Trends in 


Credit Analysis 


(CONTINUED FROM PAGE 47) 


times the increase of the sales was 
absolutely unwarranted; that receiv- 
ables increasing faster than sales could 
only mean the accumulation of un- 
collectible accounts; that when inven- 
tories increased faster than sales it 
meant either overproduction or else ac- 
cumulation of unsalable merchandise; 
that the tremendous increase in the 
payables definitely pointed to the fact 
that the company was over-expanding; 
and that now was the time to stop. 
But the brakes were not applied, and 
the management of the business quite 
evidently tried desperately to gain 
ground by continuing the only policy 
they knew, that of attempting to force 
sales. Very probably the sales depart- 
ment was continually informing the 
management of many sales which were 
to materialize in the immediate future, 
but somehow these always failed to 
materialize today. Undoubtedly this 
would have been the excuse if the credit 
man had attempted to curtail expenses 
and apply the money to reducing pay- 


ables during 1935. 


BANK 
AUDITS 


Vv 


DIRECTORS 
EXAMINATIONS 


v 


J. F. MEREDITH 
and Company 


50 Church Street 
NEW YORK CITY 


By the end of 1935 it was nearly too 
late, though even then a drastic cur- 
tailment of production and operating 
expenses might have enabled the busi- 
ness to live, as it had sold over $854,000 
worth of merchandise during the year. 
There was, therefore, that goodwill and 
prestige which any business with this 
amount of annual volume always en- 
joys and which is an asset worth pre- 
serving, but which vanishes into thin 
air for a liquidating business. 


ANALYST’S MOTTO 


THE difficulty is that most businesses 
do not think that they can preserve it 
unless they are doing a greater volume 
every year. Here is where the credit 
analyst comes in as one of the really 
constructive agencies for both the lender 
and the borrower. He takes as his motto 
that “‘a sale is not a sale until the cash 
is in the drawer”. Therefore if the cost 
of sales has to be doubled by having to 
sell once to make the sale and then 
again to collect payment for it, the con- 
cern is better off without the original 
sale, except perhaps in those isolated 
cases where the margin of profit is 


| stepped up sufficiently to care for these 


high collection costs. 
The fact that the receivables in- 
creased both years in greater proportion 


| than did the sales definitely revealed 
| that the collections in this particular 


instance were poor. But even if the 


| collections had been excellent they still 
| could not have stood the increased costs 
_ of production and operating expenses. 


This fact is demonstrated by the 


| great increase in payables over the two 
| years. Payables rose much faster than 


the sum of inventories and receivables, 
which means that the management was 
in reality borrowing to pay operating 
expenses. In practice, of course, they 
were using the funds which should have 


| gone to the creditors in order to pay 
_ the increased operating costs. Examin- 


ing the figures in this way makes such 
facts much more apparent than look- 


| ing at each year’s balance sheet and 


operating statement independently. In 
fact, to analyze the figures by the latter 
method frequently conceals rather than 
reveals the important facts. 

While the figures used to illustrate 
this article are those of a manufacturer 
with an annual volume of well over 


| $750,000, they are just as applicable to 


a retail store with an annual volume of 


only $20,000. Size makes no difference 
when principles are involved. The same 
principle which applies to a large con- 
cern applies with equal force to a small 
one. It is merely the application of the 
principle that differs. Proper credit files 
on a small business borrower are as im. 
portant as on a large one. In fact, it js 
to the smaller business man that the 
banker can prove of greatest service by 
insisting on the proper financial state. 
ments. Many of these smaller business 
men keep poor records and make prac. 
tically no analysis of their own affairs. 
Therefore when the banker can point 
out danger points of which the business 
man himself is unaware he has per- 
formed an invaluable service. 

Another important point is that dis- 
agreements between bank executives 
and examiners frequently occur because 
of an inadequacy of the information 
contained in the credit files. Examiners, 
after all, can base their opinion only 
on the information they obtain. There- 
fore, if the credit files are incomplete, 
they cannot be blamed for arriving at 
erroneous conclusions. 

Adequate credit files mean that the 
statements are analyzed so as to reveal 
not only the actual condition today but 
also the direction in which the business 
is headed. The one sure thing in this life 
is change. The credit files therefore 
must reflect the changes in the credit 
status and must always reveal the all 
important factor of “ability to pay.” 


LOSSES 40 YEARS AGO 


IT IS noteworthy that losses from 
loans in banks were less in proportion 
40 years ago, when all loans were based 
only on character and ability to pay, 
then they are today. Collateral and fi- 
nancial statement loans were practically 
unknown to the so-called country banks 
of those days, but the local banker 
knew his borrowers intimately. 

Times have changed and bank bor- 
rowers have increased tremendously. 
The same intimate knowledge of bor- 
rowers’ affairs, however, can be ob- 
tained now as then, but it is obtained in 
a different way to meet present condi- 
tions. 

Too much emphasis cannot be placed 
on the fact that credit files, to be worthy 
of the name, must contain complete 
analyzed information and that, if they 
do, the bank is really working in the 
best interests of the borrower and its 
community. 

This can be accomplished by watch- 
ing the trends of all business borrowers 
—through analyzing their annual or 
semi-annual statements in the note case 
with the preceding ones. 
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The Distilling Industry as a Borrower 


(CONTINUED FROM PAGE 28) 


should not expect to do this indefi- 
nitely, except with his own capital. 
The banks may later decide they cannot 
risk financing such sales unless at least 
$5 per barrel has been paid at the time 
of manufacture, and at least that much 
additional within three or four months. 
If $10 or more were paid, relief then 
could be given the rectifier customers, 
most of whom are undercapitalized, by 
foregoing other than nominal payments 
during each of the succeeding 12 to 18 
months. 

The legitimate rectifiers or whole- 
salers (within reasonable numbers) 
would seem to deserve a permanent 
place in the liquor industry, even 
though they do to a great extent com- 
pete with the distillery-bottling unit. 
The Federal Alcohol Administration has 
shown it is trying to administer its 
duties intelligently and fairly, but no 
one should envy its members in their 
attempt to devise and administer regu- 
lations which will not injure one group 
as against another group with different 
problems. This is true also of the prob- 
lems of the commissions of the various 
wet states and of attorney-generals 
who cannot decide, apparently, whether 
a whiskey receipt is a security or a 
commodity. 

The Distilled Spirits Institute has an 
opportunity for doing much construc- 
tive work, but seemingly its members, 
too, have conflicting interests. 

Good whiskey by reputable distillers 
at proper values has always proved to 
be good collateral. There may be re- 
grets, however, if we do not use care in 
selecting our loans, as there are appar- 
ently some of the distillers who may be 
classed as promoters or opportunists. 
Their whiskey may, in the future, not 
bring cost of production plus taxes and 
other charges, while that made by 
other units may command a premium. 


TEN SUGGESTIONS 


NO SET of rules that will be a guar- 
antee against errors of judgment in 
financing the liquor industry is likely to 
be devised. None has been wholly effec- 
uve to date in connection with other 
industries. A few suggestions, based on 
experience and consultation are offered, 
however, for consideration: 

1. Be reasonably certain that the 
Management is honest, sincere and 
capable, and not promotional. 

2. Consider whether the whiskey has 
proved acceptable to consumers. Sales 
of receipts for whiskey to investors or 
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speculators may result, temporarily, in | 
attractive sales and profits, but do not 
in themselves produce a consumer de- | 
mand. 

3. If our loans per gallon of good 
whiskey are not such that distillers, 
rectifiers or wholesalers can buy the 
receipts from us at prices assuring them | 
an equal or greater profit than they | 
could realize on their regular lines of | 
merchandise, they will not buy our 
receipts at a price equivalent to our 
advances. 

4. The bankers and individual hold- 
ers of whiskey receipts cannot take 
physical possession of the whiskey. Only 
those properly licensed can do that 
under existing laws. 

5. Whiskey made in 1934 and 1935 
can be sold in 1938 or 1939 at $18 to $20 
per case of 24 pints, and return a very 
good profit to the distillery. These prices | 
would include all charges and taxes. 

6. Consumers are constantly asking 
for and obtaining older whiskey. At the 
end of four years in the barrel the aver- 
age quantity of whiskey remaining 
after evaporation would be about 39 
gallons per barrel. 

7. The heavy-body stock may even- 
tually be sold only after it is two, three, 
four or more years old. Such preferences 
indicate that a 90-day or six months’ 
loan to an average distillery is not going 
to suffice, and if we are seeking short 
term loans only we should, before mak- 
ing them, know definitely that funds 
will be available to pay them. 

8. Overproduction may result in sub- 
stantial reductions in prices, at least 
temporarily. Should this happen, some 
units may fail. This need not and prob- 
ably will not create ruinous prices for 
good whiskey made by good, sound 
distilleries. 

9. Selling prices of whiskey are high, 
compared with pre-Prohibition prices, 
even after allowing for higher manufac- 
turing costs and taxes. If you doubt 
this, consult a red book of offerings in 
1913 or 1914. The selling price includes 
the cost of the barrel—about $6—or 
equal to 12 to 14 cents per gallon if good, 
new, heavily charred oak barrels are 
used. The barrel does not increase in 
value with age. 

10. We should not accept prevailing 
prices of one- and two-year-old whiskey 
as an indication of prices we may expect 
in 1937 or 1938 for current 1936 pro- 
duction, unless there should be an un- 
natural price structure for all grains and 


DIVIDENDS 
ARMOUR 42 COMPANY 
(ILLINOIS) 


On August 21 a quarterly dividend 
of one dollar and fifty cents ($1.50) 
per share on the $6.00 prior pre- 
ferred stock and a dividend of one 
dollar and fifty cents ($1.50) per 
share on the 7% preferred stock of 
the above corporation were de- 
clared by the Board of Directors, 
both payable October 1, 1936, to 
stockholders of record at the close 
of business September 10, 1936. 


E. L. LALUMIER, Secretary 


ARMOUR COMPANY 
OF DELAWARE 


On August 21 a quarterly dividend 
of one and three-fourths per cent 
(134%) per share on the preferred 
stock of the above corporation was 
declared by the Board of Directors, 
payable October 1, 1936, to stock- 
holders of record at the close of 
business September 10, 1936. 


E. L. LALUMIER, Secretary 


NEW GOOD WILL GIFT 
~SUPREME! 


Items 

Also Sold 

Separately 

ROSPECTS will never forget you if you give them an 

Autopoint daily use set imprinted with your sales 

sane. Includes Autopoint oversize pencil, with “grip 

tip’’—lead can’t wobble. Autopoint Postalett weighs let- 

ters and parcels to 8 ounces. Both made of Bakelite. And 

Autopoint pocket knife with high carbon steel sliding 

blade. In suede lined gift box. Advertised in Saturday 

Evening Post and other national magazines. A recognized 

value at reasonable prices. Send for sample set on ap- 
proval, Ask about our line of quality leather goods. 


Autopoint Co., Dept. B-10, 1801 Foster Ave., Chicago, lll. 


Short Term Notes 


Rates and Maturities 
Upon Request 


Commercial Credit 
Company 
Baltimore 


Sales Offices 


New York Boston 
Chieago St. Leuis 


Use in place of wax to safeguard 
valuable mail. Save postage, time; 
easy to apply. Approved by Post 
Office. Write for samples, prices. 
ST. LOUIS STICKER CO. 
1905 Pine St. . St. Louis, Mo. 
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By EDWARD N. HAY 


Personnel Officer, The Pennsylvania 
Company for Insurances on Lives and 
Granting Annuities, Philadelphia 


E wise bank manager realizes 
that he alone cannot do all the 
work and make all the decisions re- 

quired in the course of a day’s business. 
He must count on the judgment and 
enthusiasm of the entire staff, espe- 
cially of his associates who occupy the 
key positions. His major problem, there- 
fore, is to weld the whole bank staff into 
a unit with a common purpose. The task 
of achieving this unity of mind and 
effort is aided by good personnel man- 
agement. 

The study which is the subject of 
this article was undertaken for the 
purpose of learning what personnel ac- 
tivities were being carried on by Amer- 
ica’s leading banks. The data were as- 
sembled with the aid of the personnel 
officials of 30 of the country’s largest 
banks, including 28 of the first 35 in 
point of deposits. 

The principal personnel functions 
are: employment; health supervision 
and recreation; keeping employee rec- 
ords; employee services, such as the 
administration of pensions, insurance 
and savings systems; handling problems 
of transfer, promotion, salary adjust- 
ment and payroll; education, including 
the American Institute of Banking 
courses; training of juniors to meet 
their future problems; and finally, re- 
search into new personnel methods. 

The table opposite shows how these 
activities are handled in many of our 
larger banks. This table is, perhaps, of 
added interest because of its division 
into four classes, according to size of 
banks. Differences may be noted from 
one class to another, such as, for exam- 
ple, the tendency toward more complete 
medical service in larger banks, and 
greater attention to safety, recreation 
and working conditions. 

Nine out of ten of the large banks in 
the first two groups consider employee 
training and education soimportant that 
its supervision or conduct is entrusted 
to the personnel department as a defi- 
nite function. In the smaller banks, 
this is less usual. 

More benefit to the bank will result 
where American Institute of Banking 
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The Personnel Function 


activities are supervised and coordinated 
with other bank educational programs. 
One of the best ways of training and 
developing men is illustrated by the 
plan recently inaugurated in an eastern 
bank where eight supervisors or assist- 
ants are being rotated from one job to 
another. For example, the assistant 
head of the ledger section becomes head 
of the analysis section. For the first two 
weeks he receives training under the 
present analysis supervisor, after which 
time the latter goes to take two weeks’ 
training in the bank ledger section. In 
two weeks more, he is left in charge 
there and the present bank ledger head 
is sent elsewhere. In 16 weeks the circle 
will be completed and another move 
can be begun. Over a period of about 
three years every man will have been 
head of each of the sections for 16 weeks. 
There can be no doubt that all these 
men will be more valuable to the bank 
and better prepared for promotion. 
They enjoy their work, too. 


LEADERSHIP TRAINING 


ANOTHER place where employee train- 
ing is badly needed is in sound methods 
of leadership and supervision of other 
employees. The Pennsylvania State 
College, and some others, are supplying 
skilled, practical men to conduct train- 
ing courses in industry. The junior su- 
pervisors in one company, in their sec- 
ond Winter’s course, have been meeting 
for an hour and a half each week in a 
course called “industrial psychology” 
for improving their skill in dealing with 
the employees under them. 

One bank takes boys at 15 and 16 
years of age, who have not finished 
school, and completes their schooling in 
classrooms in the bank. Personnel de- 
partment people do the teaching. The 
whole plan was worked out with the 
city school authorities. 

Many banks refund all or part of the 
cost of evening school courses at col- 
leges and at A.I.B. Usually the em- 
ployee is required to complete the 
course with a satisfactory mark. Such 
refunding arrangements require detailed 
supervision, such as the personnel de- 
partment is able to give. Sometimes 
employees take courses regardless of any 
possible benefit that might be derived, 
merely to gain standing in the eyes of 
the supervisor. At other times, employ- 
ees take courses which they cannot use 
in their work for some years. Supervi- 


sion of courses taken will keep this ex. 
pense under proper control. 

An equitable scheme of salary ad- 
ministration, including the placing of 
definite salary limits for each job, is also 
more common in the larger banks, 
Ninety per cent of the first two groups 
have some plan of this sort, whereas 
only 50 per cent of the third group and 
60 per cent of the fourth group have 
any systematic plan for dealing with 
the salary problem. Of course, in the 
larger banks the situation is more com- 
plicated. But even a bank with 800 
employees is hardly a small bank and 
the thoroughness with which banks of 
this size have gone into this matter of 
equitable adjustment of salaries sug- 
gests that it has value for all banks. 

There are three steps in setting up a 
systematic salary scheme: 

1. Make a list of all positions in order 
of importance. 

2. Divide this list into about a dozen 
groups, for positions up to about $4,000 
annual salary. 

3. Assign a minimum and a maxi- 
mum salary to each group. 

When an employee is promoted to a 
new position, he would usually be paid 
the minimum salary of the pay class in 
which that position belongs. As his 
skill and experience increase, he might 
expect to receive salary increases, but 
not above the maximum salary of that 
pay class. By this method, employees 
are fairly paid according to the impor- 
tance of their work, and the bank re- 
tains control of the salary situation. 
Such a salary plan is often administered 
by a salary committee, composed of the 
officers in charge of the three or four 
largest departments, together with the 
personnel officer. This assures skillful 
handling and eliminates favoritism. 

Savings, insurance and pensions are 
handled by the personnel departments 
of banks of all sizes, and, no doubt, 
these are coming to be of more wide- 
spread importance. New state and Fed- 
eral pension and unemployment plans 
require close attention from various 
angles. The personnel department is the 
logical one to bear this responsibility. 

It is interesting to see how generally 
payroll matters are handled by the per- 
sonnel departments. In thirteen out of 
30 banks the personnel department has 
full responsibility for payroll; eight 
others have full responsibility for pay- 
roll of clerks, (CoNTINUED ON PAGE 88) 
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Activities for Which Personnel Departments Are Responsible 


Daily Employee Salary Plan, Medical Recreation, Savings, Bank Services: 
Attendance Training, Including Job Services Healthful Work- Insurance, Janitors, Guards, Payroll 

Records Education Evaluation ing Conditions Pensions Restaurants, etc. 
ROUP I—BANKS EMPLOYING OVER 3,000 
id isu.s Yes. Yes. Doctor, 2 nurses. Yes. All three. Not respon- Full respon- 
— sible. sibility. 
eee Yes. Yes. None. Yes. All three. Partial.? Changes pass 
through. 
sade Yes. Yes. Doctor, nurses. Yes. Insurance, Yes. Full respon- 
pensions. sibility. 
snk 4.... Yes. Yes. For clerks Doctor, 2 nurses. Yes. All three. Not respon- Full respon- 
oro only. sible. sibility. 
Rank 5.... No records. Limited. Yes. Nurse. No.® Insurance. — Clerks only. 

sible. 


ROUP II—BANKS EMPLOYING 2,000 TO 3,000 


oS Serre No.® Yes.! Entrance examina- Recreation All three. Yes. Clerks only. 
tions; nurse. only. 

SS eee Yes. Yes. Doctor, 2 nurses. Yes. Insurance, Yes.’ Full respon- 
pensions. sibility. 

Bank 3.... Yes. Yes. No plan. Doctor, nurses. No.® Insurance, Yes. Full respon- 
pensions. sibility. 

Rank 4.... Yes. Yes. For clerks Limited. No.’ Insurance, Yes. Full respon- 
only. pensions. sibility. 

Bank 5.... Yes. Yes. Partial for Limited. Yes. Yes.? Yes.* Full respon- 
clerks. sibility. 


ROUP III—BANKS EMPLOYING 800 TO 2,000 


Bank 1.... Yes. No.® No plan. Nurse. Partial. Insurance, Partial. Clerks only. 
savings. 
Bank 2.... Yes. No.® Yes. Nurse. Yes. Insurance, Not respon- Clerks only. 
pensions. sible. 
Bank 3.... Yes. Yes. No plan. Doctor, nurse, Yes. Insurance, Not respon- Changes pass 
dentist. pensions. sible. through. 
: Bank 4.... Yes. Yes. For clerks Nurse. Partial. Yes.” Yes. Full respon- 
only. sibility. 
Bank 5.... Yes. Yes. Yes. Doctor, nurse. Yes. Insurance. Yes. Full respon- 
sibility. 
Bank 6.... No records. No.’ For clerks Nurse. No$ Insurance. Not respon- Changes pi 
only. sible. through. 
eee Yes. Yes. Entrance exami- No.* Insurance, Not respon- Changes pass 
nations only. pensions. sible. through. 
Bank 8.... Yes. No.® No plan. Nurse. No.® -Not respon- Changes pass 
_ sible. through 


Nurse. No.é Yes. 


Bank 10... No records. No. No plan. None. No. No Not respon- Not respon- 
sible. sible. 


ROUP IV—BANKS EMPLOYING LESS THAN 800 


Bank 1.... Yes. Yes. No plan. None. Yes. All three. Partial. Full respon- 
sibility. 
Bank2.... Yes. Yes. Yes. Doctor, nurse. Yes. Yes.” Yes. Full respon- 
sibility. 
rrr Yes. Partial. Periodical medical Yes. Yes.’ Yes. Clerks only. 
> examination. 
. Bank 4.... Yes. Yes. Yes. None. Recreation Insurance. Yes. Full respon- 
only. sibility. 
d re No.® Partial. Entrance exami- No.® Insurance. Yes. Changes pass 
l nations only. through. 
Bank 6.... Yes. Yes. No plan. Nurse. Partial. Insurance. Yes. 
sibility. 
7 muuk /.... Yes, Limited. Yes. Nurse. Partial. All three. Yes. Clerks only. 
8.... Yes. No plan. Nurse. Insurance, Partial. Changes 
pensions. through. 
’ re Yes. For clerks None. Recreation Savings. Not respon- Clerks only. 
only. only. sible. 
" Bank 10... No records. No.8 No plan. Nurse. No.6 Insurance. Yes. Changes pass 
through. 
13 Doctors,nurses 18 Yes..... 12 Insurance. 22 Yes..... 16 Full respon- 
No rec- 1 Ae 10 Noplan.. 9 Nurseonly.... 12 No..... 11 Pensions... 14 Partial.. 4 siblity. 13 
eC ords... 4 Limited... 2 Clerks Entrance exami- Recre- Savings... 7 Not re- Changes 
No answer 10 only... 5 nationsonly. 2 ation.. 3 Hospital... 1 sponsi- pass 
y Partial... 3 Entrance exami- Partial.. 4 No§...... 3 ble... 10 through 8 
nations, nurse 1 Clerks 
5 only... 8 
Limited....... 2 Not re- 
sponsi- 


“But no job evaluation. 2 Includes bank operations. 3 Includes some bank operations. ‘Personnel department handles purchasing 
ote operations. © § Salary budget administered by personnel department. * Personnel department not specifically responsible. 7 Per- 
uel department responsible, but exact details not given. 8 No program except American Institute of Banking courses. 
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but not of officers; and eight other 
banks retain a degree of control by the 
fact that payroll changes pass through 
the personnel department. Thus, in 
only one bank is there no participation 
by the personnel department in payroll 
control. 

Allied to payroll expense control is 
supervision of attendance. In 16 of these 
30 banks a record is kept of employee 
attendance, absence and lateness. In 
a number of these, the employees are 
granted some extra privilege for a per- 
fect record of attendance in any one 
month. Usually this takes the form of 
one-half day’s leave of absence. The 
commonest method of keeping attend- 
ance records is to have time sheets in 
each department, which sheets are 
signed by the employees on arriving at 
work and subsequently countersigned 
by the supervisor and forwarded to 
personnel. 

This calls attention to departments 
working overtime and enables personnel 
to shift clerks from departments whose 
timekeeping shows that their work is 
slack. This is equitable for employees, 
since it provides a fair distribution of 
the work and at the same time it as- 
sures economical bank operation. 

Employment in most large banks is 
no longer a spare-time side issue of 
every department head, but is central- 
ized in the personnel department. 
“Problem” employees are hard to deal 
with, and few banks like the solution of 
summary dismissal. The best solution is 
careful selection at the time of hiring. 
Employment work is like anything 
else—“practice makes perfect.” There 
is so much difference in cost and effi- 
ciency between a good and a bad clerk 
that it will pay every bank, no matter 
what its size, to have an employment 
specialist. In a small bank of course this 
is a part-time job. 

A well run employment section is a 
great customer goodwill builder. An 
Atlantic Coast bank, with about 1,000 
employees, has an average of 50 new 
applicants a week and 25 return calls. 
Each one is given an interview—brief 
for some, longer for others. Each is al- 
lowed to file a simple application form, 
and these are kept for one year, after 
separating the desirable applicants from 
those not likely to be useful. Results 
prove that this courtesy and attention 
pay. In this same bank every effort is 
made to assist desirable applicants by 
suggestions of other places to seek em- 
ployment. Customers often ask for help 
of different kinds and the effort is made 
to suggest or supply the kind of appli- 
cant wanted. One or two positions are 
filled each week in this way. 


In choosing the best applicant judi- 
cious use is made of various kinds of 
tests. Careful inquiry is made of all ref- 
erences and every care is taken to see 
that the applicant has a good school, 
home and work history. 

Personnel work seems to be definitely 
established in these 30 large banks, as a 
separate function of some importance. 
Information gathered in the survey 
shows that in no less than 17 out of 30 
banks the head of the personnel depart- 
ment is responsible to the president in 
some degree, and in 10 out of these 17, 
he is responsible to no one but the 
president. 

Further evidence of the importance 
which many banks give the personnel 
function is seen in the fact that in seven 
of the 30, the head of personnel has the 
title of vice-president; and in 10 more 
he has the distinctive title of personnel 
director or something similar. In five 
more, he is the second or assistant vice- 
president; and in only eight is his title 
definitely a secondary one. 

The size of the personnel department 
in some banks may be a matter of sur- 
prise. Table I shows that all banks in 
Group I, with one exception, have more 
than 14 employees; and six of the 30 
banks have at least that many. 


Table I 


NUMBERS OF PERSONS IN PERSONNEL 
DEPARTMENTS 

Group Group Group Group 

1 2 3 


14 18 


% 


NNN AD 


No Not 
department given 


The cost of so large an organization 
is naturally a matter of importance. 

Table II shows that, in spite of a 
large personnel staff, the cost can be 
very moderate indeed, relative to total 
payroll cost. 


Table II 


COST OF BANK PERSONNEL DEPARTMENTS 
PER CENT OF PERSONNEL PAYROLL TO TOTAL 
PAYROLL IN DOLLARS 


Group 1—Banks employing 3,000 or more: 
1.29 per cent 
0.69 


Group 2—Banks employing 2,000 to 3,000: 
1.08 per cent 


Not 


Group 4—Banks employing less than 
1 


Not given 


given | 
800: 


In studying bank personnel depart 
ment costs, it will be natural to assum 


that those with the lowest costs are d 
ing the most economical job. No sug 


conclusion is justified, however. Co 


parison with the table of personnel af 


tivities will show that some of the 
cost banks are not carrying on a 
complete personnel program. As mg 
be supposed, this is one of the reasomj 


for the low cost. 


Most of the high cost banks are doi 
personnel work along a very br 


front. The unit cost in the larger b 
should naturally be lower than in tf 
smaller banks. Many of these 30 bai 
are doing a very fine personnel job ové 


a wide range of activities, and are doi 


it at a reasonable cost. 


These cost figures have slight signifi 
cance, perhaps, for banks smaller th 
those in Group IV. For a bank emp 


ing 75 people, for example, there 
clearly no justification for a sepan 


personnel officer. In banks of that 
the president has to be his own persdl 
nel man, and it is possible for him to 
a very good one, too. The routine f 


of his personnel work can be performs 


by his secretary or by a design 
clerk; but the main task can be- 
only by the president himself. 


might equally be said, however, of 


banks up to the largest. 


The personnel function is inseparaal 
attached to every important adm 
trative position. It is the responsibit 


of every executive to be conscious of 9 


human problems in his own dep 

ment. Without proper attention tot 
personnel function, he is going to have 
department lacking in spirit and, p@ 
haps, in an extreme case, a disagree 
place to work. It is more than | cely 
too, that the cost of his organizaug 


will be higher than it should be and 


effectiveness lower. 
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